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Cabinet Candidates Under a Menem Presidency 
33480203a Buenos Aires EL NUEVO PERIODISTA 
in Spanish 15-21 Jul 88 pp 19-20 


[Text] On Saturday 9 July, even before the recount of the 
vote sealing Cafiero’s defeat was completed, the names 
of the people who could make up Carlos Menem’s future 
cabiuet began circulating among newsmen and political 
observers. Far from representing an objective view of the 
facts, the rumors reflected, through the customary inter- 
play of pressures in such cases, the ambitions of the 
various sectors that came together to support the La 
Rioja strongman. 


Nonetheless, certain well-known figures in the candi- 
date’s entourage were consistently mentioned ‘vy all 
factions. One of them is Alberto Kohan, Menem’s main 
agent in the Federal Capital, who currently serves as the 
director of the La Rioja Palace and has no party record. 


Kohan, who is easy to get along with, has acquired a 
reputation as a skillful negotiator and is a good friend of 
Abraham Perelman, a businessman with links to the 
Israeli state arms industry. According to those who claim 
to know it all, he is a sure bet to become secretary general 
of the presidency, which in practice would function as a 
“superministry.”’ The same sources assert that he was on 
the verge of abandoning the Menem ship when it was 
confirmed that revolutionary Peronism (of Montonero 
stock) was supporting his political leader, but the char- 
ismatic Menem managed to convince him to remain by 
his side. 


Another who appears on all the lists is Eduardo Menem, 
Carlos Saul’s brother, who will be traveling to the United 
States to show that the outcome of the Peronist nomina- 
tion battle does not represent “a leap into the unknown,” 
as they keep on saying in that country to the north. Some 
contend that the La Rioja legislator’s imminent trip “will 
give him the profile to be minister of foreign relations or 
ambassador in Washington.” He will, of course, have to 
vie for the foreign minister’s post with another serious 
contender, Jose Octavio Bordon, the governor of Men- 
doza, whom Menem has supposedly already given his 
word to in this regard. So confident is he, they say, that 
he has put together a team of 20 specialists whose job is 
to report to him in detail on all of the events that are 
stirring the world. 


Produce, Produce 


“The Economy Ministry will go to the person who wins the 
battle of production,” vice presidential candidate Eduardo 
Duhalde reportedly let slip to his close friends. Certain 
Peronism watchers are less cryptic and add this clarifica- 
tion: the ministry will go to a businessman whose record is 
not offensive to labor. The name most often heard is the 
vice president of the UIA [Argentine Industrial Union], 
Arnaldo Etchart, a member of Catholic groups linked to 


ARGENTINA 1 


the Opus Dei and a major leader of the National Industrial 
Movement. When questioned by the press last Tuesday, 
the Salta wine-cellar owner expressed surprise ai the rumor 
but did not rule himself out. 


Also mentioned was Julio Ramos, the editor of the 
newspaper AMBITO FINANCIERO, which openly sup- 
ported Menem. Reliable sources told EL NUEVO 
PERIODISTA, however, that “this is more than a silly 
idea; it’s a joke.” They recommended, instead, not losing 
sight of Eduardo De la Fuente, the head of the Argentine 
Industrial Union, because “‘he represents businessmen as 
a whole, not an internal faction.”” Samuel Muzykanski, 
an economist with a leftist past who was director of the 
National Institute of Reinsurance in 1973 and advocates 
a policy of government intervention and redistribution, 
and Eduardo Curia, another professional economist who 
has excellent relations with the church and with labor, 
also have a good chance to assume this thankless yet very 
important post. 


Jose Rodriguez, the secretary general of the Trade Union 
of Mechanics and Related Automotive Transportation 
Workers (SMATA), heads the list of candidates for the 
post of labor minister in a hypothetical Peronist admin- 
istration. “I like him,’’ Menem reportedly said on Sun- 
day 10 July, when a close colleague listed the potential 
ministers. But Jose Barrionuevo, who filled the ballot 
boxes with votes for Menem in the strategic San Martin 
district, cannot be ruled out. 


Juan Carlos Rousselot, the orthodox announcer and 
current mayor of Moron, will not settle for minor 
responsibilities. His ambition is the Social Action Min- 
istry in 1989, perhaps because of a reflex action a la 
Lopez Rega, or if this not possible, the governorship of 
Buenos Aires in 1991. 


Julio Mera Figueroa, who is from Peronism’s revolution- 
ary faction, a national deputy from 1973 to 1976, a 
Vicente Saadi man since 1979 and the coordinator of the 
Menem caimpaign, also reportedly has his leader’s OK to 
take charge of the Interior Ministry: “El Turco [the Arab] 
thinks very highly of Julio because he is very capable,” a 
legislator with a La Rioja accent opined. 


Nostalgia 


As for the Defense Ministry, for very understandable 
reasons the names are hardly being whispered. Angel 
Federico Robledo, who held the post under former 
Presidents Campora, Lastiri and Peron and is an adviser 
to Raul Alfonsin today, is gathering support thanks to his 
“moderation and seriousness.”’ This, at least, is the 
comment in the anterooms of several legislative offices. 
Robledo has only one mark against him: his delicate 
health. Nevertheless, influential advisers of the candi- 
date are recommending that we be on the lookout for 
moves by Deputy Julio Barbaro (term completed), who 
has lately been focusing his attention on military issues. 
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It is also rumored that even though Italo Luder came out 
for Cafiero 48 hours before the elections, he is in the La 
Rioja governor’s plans as minister of education and 
justice. 


It is noteworthy that the lists of potential cabinet mem- 
bers under Menem do not contain a single clear-cut 
Cafiero man. A national deputy, a labor leader to be 
more precise, who is very close to the defeated candidate 
for the nomination, wryly put the matter in perspective: 
“There is going to be one. Rest assured of that. Menem 
needs to appear rational and moderate, and we have just 
what he needs.” And he recalled the political axiom that 
goes: “As your ministers are, so will your actions be.” 
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Report on Reequipment of Armed Forces After 
Falklands 


Army, Navy, Air Force, Paramilitary Units 
33480202 Bonn TECNOLOGIA MILITAR in Spanish 
Jun 88 pp 10-12, 16, 18-20 


[Article by Adrian J. English; first paragraph is introduc- 
tion] 


[Text] The second-largest country in Latin America, with 
an area of 2,681,885 square kilometers and a population 
exceeding 31 million inhabitants, Argentina has always 
aspired to be a regional leader, maintaining powerful, 
well-equipped Armed Forces that have been tradition- 
ally considered the best in all of Latin America. But the 
short, disastrous war with Great Britain, prompted by 
the invasion of the Malvinas/Falkland Islands in 1982, 
discredited the Argentina Armed Forces so much that 
the military government ruling the country since 1976 
was forced to hold elections a year later, thereby return- 
ing to a civilian administration under the presidency of 
Raul Alfonsin. The Alfonsin administration has strived, 
with a certain amount of success, to “‘depoliticize’’ the 
Armed Forces and it is currently reshaping them into a 
military organization that is perhaps smaller, but poten- 
tially far more effective than the one which fought 
against Great Britain in 1982. 


The president is the supreme commander of the Armed 
Forces. The present administration benefits from a reaf- 
firrned presidential control over the chiefs of each of the 
Armed Forces branches, and has introduced the Minis- 
try of Defense into the chain of command again. The 
president has the last word in the leadership of the 
Armed Forces, and is assisted by two major advisory 
bodies: the National Security Council, consisting of the 
cabinet and the three chiefs of staff; and the joint chiefs 
of staff which, as the name indicates, is comprised of the 
three chiefs of staff. The former agency has a primarily 
advisory function; while the latter controls the day-to- 
day activities of the joint staff, which serves as a main 
coordinating agency for the entire defense system. 
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All able-bodied male citizens aged between 20 and 45 
years are required to perform | year’s service in the 
Army or Air Force, or 2 years’ service in the Navy. In 
fact, compulsory military service takes place between 
ages 20 and 22. Once their military training has been 
taken, the recruits remain in the first line reserve until 
age 29, later joining the second, until age 39, and finally 
entering the third line reserve until age 45. The economic 
situation has caused a reduction of approximately 70 
percent in the number of recruits called to the ranks 
annually; the current policy is attempting to achieve the 
development of a more mobile and professional, albeit 
smaller, military organization. 


The country is divided into five military regions. Region 
I includes the federal capital and most of the provinces 
of Buenos Aires and La Pampa. Region II covers the 
provinces of Entre Rios, Corrientes, Misiones, Santa Fe, 
and Formosa, and the Chaco territory. Region III has 
under its command the provinces of Cordoba, Mendoza, 
La Rioja, San Juan, and San Luis, and the southern zone 
of Catamarca. Region IV includes the provinces of Salta, 
Jujui, Tucuman, and Santiago del Estero, and the north- 
ern part of Catamarca. Region V includes the southern 
part of Buenos Aires and La Pampa Provinces, as we! as 
Neuquen, Rio Negro, Chubut, and Santa Cruz Prov- 
inces, and the territories of Tierra del Fuego and the 
Argentine Antarctic. 


The Army 


From 1964 until the end of the 1970's, the Argentine 
Army was organized in four army corps (CpoEj [Cuerpos 
de Ejercito] I, II, III, and V), with a total of 10 brigades. 
The IV Corps, which disappeared in the 1964 reorgani- 
zation, reappeared during the tension between Argentina 
and Chile over the Beagle Channel, something that 
prompted the formation of two additional brigades, so 
that the V Corps existing at present corresponds to the 
military regions of the same number. Nowadays, the 
Argentine Army is in a transitional period, and has 
approximately 27,000 men of all ranks. It has been newly 
organized into four army corps, with a total of 11 
brigades. The I Corps, which has been tncluded in the II, 
and the 7th Jungle Brigade, which is now part of the II 
Army Corps, have disappeared. As a result of the recent 
military uprisings, the future of the 3d Infantry Brigade 
and other units that have been implicated in the con- 
frontations with the government authorities is in doubt. 


The II Army Corps (with headquarters in Rosario) 
consists of the 2d Armored Cavalry Brigade (with head- 
quarters in Parana), which includes the Ist, 6th, and 7th 
Armored Cavary Regiments. The 3d Infantry Brigade 
(with headquarters in Curuzu/Cuatia) includes the 4th, 
Sth, and 12th Infantry Regiments. The 10th Mechanized 
Infantry Brigade (with headquarters in La Plata) is 
comprised of the 3d, 6th, and 7th Mechanized Infantry 
Regiments. The 12th Infantry Brigade (with headquar- 
ters in Posadas) consists of the 9th, 8th, and 30th 
Infantry Regiments. 
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The III Army Corps (with headquarters in Cordoba) is 
comprised of the 4th Airborne Infantry Brigade (with 
headquarters in Cordoba), with the 2d, 14th, and 17th 
Airborne Infantry Regiments, and the 8th Mountain 
Infantry Brigade (with headquarters in Mendoza), with 
the 11th, 16th, and 22d Mountain Infantry Regiments. 


The IV Army Corps (with headquarters in Tucuman) 
consists only of the 5th Mountain Infantry Brigade (with 
headquarters in Tucuman), with the 19th, 20th, and 29th 
Mountain Infantry Regiments. 


The V Army Corps (with headquarters in Bahia Blanca) 
consists of the Ist Armored Cavalry Brigade (with head- 
quarters in Tandil, Buenos Aires), with the 2d, 8th, and 
10th Armored Cavalry Regiments; the 6th Mountain 
Infantry Brigade (with headquarters in Neuquen), with 
the 10th, 2lst, and 26th Mountain Infantry Regiments; 
the 9th Mechanized Infantry Brigade (with headquarters 
in Comodoro Rivadavia), with the 8th, 25th, and 37th 
Mechanized Infantry Regiments, and the 9th Armored 
Cavalry Regiment; and the 11th Mechanized Infantry 
Brigade (with headquarters in Rio Gallegos), with the 
24th and 35th Mechanized Infantry Regiments, and the 
11th Armored Cavalry Regiment. 


There is also the Buenos Aires Detachment (with head- 
quarters in Buenos Aires), with the General San Martin 
Mounted Grenadiers Escort Regiment and the Patricios 
Ist Mechanized Infantry Regiment, both engaged in 
ceremonial missions in the federal capital. 


In fact, the regiments are merely battalions, and each 
brigade includes one reconnaissance unit the size of a 
company, an artillery group, an engineers company, 
another for communications, and a logistical backup 
battalion; the backup units have the same numerical 
designation as the brigade. 


Each army corps has a variable number of combat and 
logistical backup units, numbered starting with 12Ist in 
the case of the II Army Corps, and 141th, 161th, and 
181th, respectively, in the case of the other three army 
corps. The latter always include a medium artillery group 
and antiaircraft artillery, engineers, communications, mil- 
itary police, artillery, and logistical backup battalions. 


On the army level, the units, numbered starting with 
601, include a special forces unit; an antiaircraft group; a 
combat aviation battalion divided into two assault heli- 
copter companies and one attack helicopter company; an 
aviation backup company, which operates the fixed wing 
aircraft of the Army Aviation Command; an amphibious 
sapper battalion, which operates several transport and 
landing vessels in the river border zone with Brazil; and 
engineers, logistical backup, transport, artillery, sanita- 
tion, and military police battalions. 
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The basic infantry weapons are the 7.62 caliber FAL 
automatic rifle from Fabrique National Hersal, S.A., 
produced under a license through the General Director- 
ate of Military Construction (DGFM) in Argentina, and 
the nationally developed 9-mm PAM-3 subrifle. An 
assault rifle is currently being developed. The infantry’s 
main backup weapons are the 7.62-mm MAG all-pur- 
pose machinegun from FN, also manufactured under a 
license in Argentina, and the 12.7-mm Browning M2 
heavy machine gun. Also manufactured nationally are 81 
and 120-mm caliber mortars, as well as 75-, 90-, and 
105-mm caliber recoilless antitank weapons, produced 
nationally and in the United States. The short-range 
antitank defense is entrusted to the French SS-11 and 
SS-12, German Cobra, and nationally produced Mata- 
hogo portable missile systems. 


The armored units are equipped with about 160 units of 
the medi.m Argentine tank (TAM) produced nationally, 
and 100 Sherman Firefly medium tanks; 50 U.S. M41 
and 120 French AMX-13 light battle tanks; approxi- 
mately 140 Kuerassier tank destroyers; and about 50 
AML 90 armored vehicles. Approximately 160 units of 
personnel transport combat vehicles (VCTP) of the 
TAM family, and 180 AMX-VCI infantry combat vehi- 
cles, as well as 250 M113 and 80 Rolands, equip the 
mechanized infantry and the ready forces of the armored 
cavalry regiments. 


The field artillery is equipped with the 105-mm model 
56 howitzer from Oto Melara, S.p.A., produced under a 
license in Argentina, and the 105-mm U.S. M101 how- 
itzer, with about 120 and 60 units, respectively, of each 
available. The heavy artillery backup depends on some 
60 units of the 155-mm U.S. M2 howitzer and the 
155-mm L33 towed howitzer produced nationally, as 
well as 24 155-mm F-3 self-propelled howitzers of 
French origin, used as backup for the armored units. A 
105-mm multiple rocket launcher: the Pampero, and a 
127-mm weapon: the Sapba-!, are a result of local 
development. 


For antiaircraft defense, the infantry has Blowpipe por- 
table surface-to-air missiles; while the heavier air-to-air 
armament includes the 20-mm RH 202 antiaircraft gun 
from Rheinmetall GmbH, and the 35-mm K 63 antiair- 
craft gun from Oerlikon-Buehrle Machine Tool Factory, 
Ltd; as well as the Tigercat and Roland surface-to-air 
missiles. 


The Army Aviation Command operates a total of about 
140 airplanes. 


The fixed wing airplanes in service are the G-222, the 
Aero Commander, King, and Queen Air, the 180 and 
182 T-41D, U-17B, Citation and Skywagon, the DHC-6, 
the Sabreliner, and the Merlin. The helicopters include 
the A-109, the Bell 47, UH-1H, 206, and 212, the 
FH-1100, the SA-315, SA-330J, and SA332B, and aiso 
the Chinook. 
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The recruits receive their basic training in the units to 
which they have been assigned; any other subsequent 
special training will be given at the application schools of 
the various branches and services, most of which are 
located in Campo de Mayo, on the outskirts of Buenos 
Aires, for example, the Sergeant Cabral Petty Officers 
School, at which all professional petty officers are 
trained. The Airborne Forces School is located in Cor- 
doba, while the Mountain and Jungle Warfare Schools 
are in Mendoza and Corrientes, respectively. 


The Military Academy of the Nation, in El Palomar, 
Bu-nos Aires, offers a basic 5-year course, after which 
the candidate cadets will have a university degree and 
the rank of second lieutenant. To be promoted to lieu- 
tenant, they will have to take the course at the pertinent 
branch school, and for promotion to higher ranks, they 
will have to attend the Superior War College. 


The new Defense Law, not yet passed, stipulates that the 
II Corps is to comprise a Northeast Defense Force; and 
the II and IV Corps will be combined to form a North- 
west Defense Force. The V Army Corps will constitute 
the basis of a Patagonia a.d South Atlantic Manuevers 
Force; and the 4th Airborne Rrigade and the 10th 
Mechanized Infantry Brigade will give up their corre- 
sponding jurisdictions in the III and II Army Corps to 
form a Strategic Reserve Force. The headquarters of the 
V Army Corps will be moved from Bahia Blanca to an as 
yet unspecified site south of the Colorado River. 


The Argentine Navy’s personnel currently totals about 
24,000 men of all ranks, including the Marines and the 
Naval Aviation force. Its principal unit is the “25 de 
Mayo” (V2) 15,900-ton aircraft carrier, which is now 43 
years old. Also in service are the new Meko 360 type 
2,900 ton destroyers: “Almirante Brown” (D10), “La 
Argentina” (D1I1), “Heroina’’ (D12), and “Sarandi” 
(D13), as well as the Meko 140 type 1,500-ton frigates: 
“Espora”’ (P4), “Rosales” (P5), and “Spiro” (P6); while 
the units of this same class, ““Gomez Roca,” “Parker,” 
and “Robinson” are in an advanced state of construc- 
tion. The 3,200-ton destroyers of the 42 type, “Hercules” 
(D1) and “Santisima Trinidad” (D2), have reverted to 
the reserves; and the A-69 1,000-ton missile frigates of 
French make, “Drummond’(P1), ““Guerrico” (P2), and 
“Granville” (P3), complete a modern, well-balanced 
surface fleet. The submarine force has the ‘Salta’ (S31) 
and “San Luis” (S32) of the 209 (1,200) class; together 
with the “Santa Cruz” ($33) and “San Juan” (S34) of the 
209 (1,700) class. Another vessel of this latter class, the 
“Santiago del Estero,” will go into active service soon, 
and will be followed by a fourth, the “Santa Fe.” 


The by now antiquated 900-ton frigates, “King” (P20) 
and ‘“‘Murature’’(P21), of national construction, are still 
in service for training purposes, but without any military 
value under modern conditions. Included among the 
smaller surface combat ships are the 260-ton rapid attack 
torpedo boats, “Intrepida’’ (P85) and ‘“Indomita” 
(P896), of German make; and four Israeli vessels of the 
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Dabur class, as well as six British minesweeper/destro- 
yers of the Ton class, which are 30 years old; and four 
armed tugboats. There are also two hydrographic ships 
and two hydrographic boats, the 3,000-ton training ves- 
sel ““Libertad”’ (Q2), the 4,200-ton landing vessel “Cabo 
San Antonio” (Q42), the three 5,800-ton carriers, “Canal 
Beagle” (B3), “Bahia San Blas’’ (B4), and “Cabo de 
Hornos” (B5); the 9,600-ton polar carrier vessel, ‘Bahia 
Paraiso” (Q6), the 11,800-ton icebreaker, “Almirante 
Irizar” (Q5), one small oil tanker, nine tugboats, and a 
few other small vessels. 


Thus far, the Navy has resisted government pressure to 
sell two of the Meko 360 units and another two of the 
Meko 140; although two submarines not yet built could 
be offered for sale, and two 42-type destroyers are 
already definitely on the sales list. 


The Navy has divided the coastline and navigable rivers 
systems into three naval regions and one independent 
command. The Ist Naval Region extends from Punta 
Medanos to Punta Ninfas; the 2d, from Punta Ninfas to 
Cabo Espiritu Santo; and the 3d includes the northeastern 
river systems; while the Tierra del Fuego Naval Command 
covers Tierra del Fuego and the Beagle Channel. 


The largest naval bases are those at Puerto Belgrano and 
Buenos Aires. The Rio Santiago naval base includes the 
naval shipyard; and there is another smaller base at 
Ushuaia. The submarine force has its base in Mar del 
Plata. There are plans to modernize the Puerto Deseado 
and Puerto Santa Cruz naval stations. 


The Marine General Command, with 5,000 men, is 
organized in the Ist Marine Force (with headquarters in 
Buenos Aires), which includes the 3d, 4th, and Sth 
Marine Battalions in Zarate, Rio Santiago, and Rio 
Grande, respectively; and the 2d Marine Force (with 
headquarters in Baterias), with the Ist Marine Brigade in 
Baterias, and the Ist and 2d Marine Battalions, the Ist 
Field Artillery Battalion, and the Heavy Mortar, Anti- 
tank, and Engineers Companies. There is also the Ist 
Amphibious Vehicle Battalion in Baterias, an Amphibi- 
ous Reconnaissance Group in Mar del Plata, the Anti- 
aircraft Battalion and the Ist Communications Battal- 
ion, both in Puerto Belgrano, the Security Company in 
Buenos Aires, the 4th in Rio Santiago, the Sth at the 
Punta del Indio naval air base, the 6th in Azul, the 7th in 
Mar del Plata, and the 8th at the Comandante Espora 
naval air base. 


The Marines are equipped basically with the same 
backup materiel and weapons as the Army. The mecha- 
nized units have 12 ERC-90 armored vehicles, 24 VCTP, 
and 6 Roland personnel carrier armored vehicles; as well 
as 19 LVTP-7 amphibious landing vehicles and 15 
LARC-5, having reactivated 15 older LVT-3 and LVT-4 
from reserve status following the Malvinas campaign. 
The artillery units have 18 105-mm model 56 howitzers. 
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The antiaircraft units are equipped with the 20-mm RH 
202 MK 20 antiaircraft guns, the 30-mm GCI, and the 
35-mm K63, as well as the Blowpipe and Tigercat 
surface-to-air missiles. 


The Naval Aviation force, with its 3,000 men, is orga- 
nized in three naval air forces, whicn operate an approx- 
imate total of 100 airplanes. 


The Ist Naval Air Force (at the Punta del Indio, Buenos 
Aires, Naval Air Base) includes the Ist and 4th Naval Air 
Squads, which supply the flight facilities of the Naval 
Aviation School, as well as playing their operational role. 
The former consists only of the 4th Naval Air Attack 
Squadron, equipped with T-34; and the latter has the Ist 
Naval Air Attack Squadron, with MB-326, MB-339, and 
EMB-326 Xavantes, as well as the 4th Reconnaissance 
Squadron, with the Queen Air B80. 


The 2d Naval Air Force (Comandante Tomas Espora 
Naval Air Base, Bahia Blanca) consists of the 2d and 3d 
Naval Air Squads; included in the former are the 2d 
Antisubmarine Naval Air Squadron, with the S-2E, and 
the 2d Helicopter Squad, with the S-61D; the 3d Naval 
Air Squad includes the 3d Pursuit and Attack Naval Air 
Squadron, equipped with the Super Etendards, the 3d 
Naval Air Attack Squadron, with the A-4Q Skyhawks, 
and the 2d Helicopter Naval Air Squadron, with the 
Alouette III. 


The 3d Naval Air Force is comprised of the Sth Naval 
Air Squa‘ (Ezeiza Airport, Buenos Aires), with the Ist 
Mobile Logistical Support Naval Air Squadron, 
equipped with F-28 and an HS-125, and the 2d Mobile 
Logistical Support Naval Air Squadron, with the L-188 
A Electras; in addition to the 6th Naval Air Squad 
(Almirante Zar Naval Air Base, Trelew), with the All- 
Purpose Naval Air Squadron, equipped with S-2A and 
Queen Airs, the Exploration Squadron, with Electra 
L188E, and the Antarctic Naval Air Group, with P-6. 


Some members of the Pursuit and Attack Naval Air 
Squadron, the 2d Helicopter Naval Air Squadron, and 
the Antisubmarine Naval Air Squadron are usually 
deployed aboard the ‘25 de Mayo” aircraft carrier. 
Similarly, the Alouettes of the Ist Helicopter Naval Air 
Squadron are deployed aboard the type A-69 frigates and 
the polar carrier, “Bahia Paraiso.” Twelve AB-212 heli- 
copters have been purchased to equip the Meko 360 and 
140 vessels. 


The Naval Aviation Force maintains two other bases: The 
Contralmirante Quijada Naval Air Base in Rio Grande, 
and the Contralmirante Berisso Naval Air Base in 
Ushuaia; neither of the two has permanently assigned 
units. 


The Navy has 6,000 recruits, which must undergo a more 
stringent selection process than in the case of the Army or 
Air Force. The longer period of service in the Navy also 
allows for more complete training than in the other two 
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branches. This training wiil be ~-ovided based on the 
extensive system of Navy drai'ee  ‘uction and training 
centers and schools, including (insofar as schools are 
concerned) the Diving School, the Navy Mechanics 
School, and the Medica!, Naval Polytechnical, and Anti- 
submarine Schools, the majority of which are located in 
Puerto Belgrano and Rio Santiago. 1 he Submarine School 
is situated in Mar del Plata, and the Marines and Naval 
Aviation Force maintain their own training institutions in 
Baterias and Punto del Indio, respectively. In 1985, it was 
announced that the Navy would enlisi 5,000 volunteers as 
a first step toward becoming a completely professional 
force. 


The Rio Santiago Military Naval Schooi offers a basic 
4-year course, followed either by a year at the Manuel 
Belgrano National Nautical School or the Navy Officers 
School in the case of Navy and Marine line officers, or 18 
months at the Comandante Espora Naval Aviation 
School for officer candidates in that branch. The instruc- 
tion and training centers offer various intemediate-level 
courses, whereas, for promotion to higher ranks or to the 
staff, it is a prerequisite to have successfully passed the 
courses at the Naval War College. The Marines have 
their own facilities in Buenos Aires. 


Based on the proposals included in th: new Defense 
Law, the Strategic Maneuver Force will include the ficet, 
with | aircraft carrier and 13 modern escort vessels 
equipped with missiles; the Submarine Force, with 6 
submarines of the 209 (1,200) and 209 (1,700) type; the 
Ist Marine Brigade, with the Navy’s main amphibious 
warfare equipment, and the Sth Naval Air Squad. The 
Northeast Defense Force will include the Mine Warfare 
Squadron and river units; the Ist and 3d Marine Battal- 
ions; and the Ist, 2d, 3d, and 4th Naval Air Squadrons. 
The Patagonia and South Atlantic Maneuver Force will 
include the Navy’s smaller combat units, based in 
Ushuaia; and the 5th Marine Battalion in Rio Grande 
and the 6th Naval Air Squad. 


Air Force 


The Argentine Air Force currently has about 15,000 men 
of all ranks, with approximately 400 aircraft, organized 
in 6 functional commands 


The Air Operations Command controls seven air brigades. 


The ist Air Brigade (El Palomar, Buenos Aires) is 
comprised of the Ist Transport Group with the Ist 
Transport squadron, equipped with C-130E and C- 
130H, a single L100-3, and two KC-130; the 2d Trans- 
port Squadron, with F-28; the 3d Transport Squadron, 
with IA-50; the 4th Transport Squadron, with F-27; the 
5th Transport Squadron, with B-707; and the Presiden- 
tial Aircraft Department, with some F-28 and S-58T, 
and one 75A Sabreliner. 
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The 2d Air Brigade (General Urzuiza Military Air Base, 
Parana) consists of the 2d Bombadier Group with a 
single Bombadier Squadron, the Ist, equipped with B-62 
Canberra and T-64; and the Ist Aerophotography 
Group, with the Ist Photographic Squadron, equipped 
with IA-50 and 35A Learjets. 


The 3d Air Brigade (Reconquista) consists of only the 3d 
Attack Group, with the 2d and 3d Attack and Recon- 
naissance Squadrons, equipped with IA-58 Pucaras. 


The 4th Air Brigade (El Plumerillo Military Air Base, 
Mendoza), which operates basically as an operational 
conversion unit, consists of the 4th Attack Group with 
the Ist Bombadier-Attack Squadron, equipped with F-86 
F Sabres, and the 4th Bombadier-Attack Squadron, with 
Mirage III, and the Pilot Training and Preparation 
Course aircraft, which are a mixture of Mirage IIIB, 
Mirage IIID, and Daggers. 


The 5th Air Brigade (General Pringles Military Air Base, 
Villa Reynolds, San Luis) consists of the 5th Attack 
Group, with the 4th and Sth Bombadier-Attack Squad- 
rons, both equipped with A-4P Skyhawks. 


The 7th Air Brigade (Dr Mariano Moreno Military Air 
Base, Moron, Buenos Aires) consists of the 7th Counte- 
rinsurgent Group, with the Ist Attack and Reconnais- 
sance Squadron, equipped with 500M and UH-1IH, the 
2d Helicopter Squadron, with CH-47 Chinooks, and the 
Sanitation Squadron, equipped with Merlin IVA; it also 
includes the Special Operations Group. 


The 9th Air Brigade (Comodoro Rivadavia) consists of 
the 9th Transport Group, which is actually the State 
Airlines, organized as the 6th Transport Squadron, with 
a group cf F-27 and DHC-6, expanded by aircraft loaned 
by the other five Transport Squadrons when necessary. 


There is also the Ist Search and Rescue Squadron (El 
Palomar), equipped with SA-315B Lamas; the Ist Ant- 
arctic Squadron (Rio Gallegos), equipped with DHC-6, 
LC-47, and S-61R; the State National Air Services (Rio 
Gallegos), equipped with Aero Commanders which fly to 
back up various civil agencies; and the Ist Calibration 
Squadron (Moron), equipped with IA-50 and Learjet 
35A, all of them separate from the brigade’s structure. 


The Air Defense Command controis three brigades. 


The 6th Air Brigade (Tandil, Buenos Aires) consists of 
the 6th Attack group, with the 2d and 3d Attack Groups, 
both equipped with Daggers. 


The 8th Air Brigade (Dr Mariano Moreno Military Air 
Base, Moron, Buenos Aires) consists of the 8th Attack 
Group, with only the Ist Attack Squadron, equipped 
with Mirage III. 
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The 10th Air Brigade (Rio Gallegos) has the 10th Attack 
Group, with the Ist Squadron equipped with Mirage III, 
and the 2d Squadron with the Mirage SP. 


The squadrons have 12 airplanes, some not fully 
equipped and a few others with surplus materiel. 


This command also controls the air early warning sys- 
tem, consisting of the Ist and 2d Air Vigilance Groups, 
both based in Merlo, Buenos Aires; and the Ist Antiair- 
craft Artillery Group, based in Mar del Plata and orga- 
nized in two squadrons, equipped with 20-mm RH 202 
and 35-mm GDF-002 twin antiaircraft guns. 


The Air Training Command controls all the training 
agencies and the Air Training Group (Cordoba), which 
consists of the flight facilities of the Military Aviation 
School, provided with T-34 and MS-760A, and the Ist 
Communications Training Squadron, with T-34, MS- 
760, and IA-35. 


It is planned to replace the T-34 and MS-760 with the 
EMB-312 Tucano and the IA-63 Pampa (developed 
nationally), respectively, with 30 and 67 units ordered. 
The supply of IA-63 will also make it possible to reacti- 
vate the 2d and 3d Bombadier-Attack Squadrons, which 
were previously part of the 4th Air Brigade. 


In addition to its flight units, each brigade includes a 
Base Group and a Technical Group, with the same 
numerical designation, and also controls several rather 
antiquated communications and all-purpose aircraft, 
including a few C-47, IA-35, Cessna 182, and B-47 
helicopters. 


The Air Region, Air Materiel, and Air Personnel Com- 
mands have no flight components. 


The Air Force divides the country into four Air Regions: 
the Central area corresponds to the Ist and 3d Military 
Regions; the Northeast area coincides with the 2d Mili- 
tary Region; the Northwest area is related to the 4th 
Military Region; and the South area covers the same 
territory as the Sth Military Region. 


The percentage of recruits in the Air Force has declined 
approximately from 50 to 30 percent. The recruits 
receive their training mainly at the Cordoba Specialty 
School and the Professional Instruction Center at the 
Ezeiza International Airport, in Buenos Aires. The Air 
Force Petty Officer School in Cordoba provides techni- 
cal and regular courses. 


All the flight personnel consist of professional officers 
who have taken the 4-year course at the Cordoba Mili- 
tary Aviation School. The post-graduate training is taken 
at the Air Force Command and Staff School, which gives 
two basic courses intended for captains and commanders 
and lieutenant colonels and colonels, respectively. For 
promotion to the next higher rank, they must have 
successfully completed both courses. 
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Although the materiel lost in the Malvinas War has been 
replaced to a large extent, the Argentine Air Force is still 
experiencing certain difficulties in the purchase of equip- 
ment. The United States has blocked the purchase of 32 
Kfir and 24 Skyhawks from Israel (a country which, 
nevertheless, has offered technical assistance for the 
improvement of the existing Mirage fleet) and that of the 
10 Mirage 5P purchased from Peru in 1983, and the 22 
Mirage III and 10 Daggers that it sold to Argentina at the 
end of 1982. Argentina has expressed an interest in the 
Italo-Brazilian AM-X combat plane; and the success in 
the experimental modification of the IA-58 Pucara in a 
single seat configuration, allowing for a larger weapon 
load, has fostered a program for the conversion of the 
entire Pucara fleet into that version. The IA-63 Pampa, 
with a complete light attack capacity, will also render 
service to the Argentine Air Force in this area. 


Based on the new Defense Law, the Northeast Defense 
Force will include the 3d, 6th, and 7th Air Force Bri- 
gades; the Northwest Defense Force will irclude the 4th 
and Sth Air Brigades; and the Patagonia and South 
Atlantic Maneuver Force will include the 9th and 10th 
Brigades. The Strategic Reserve Force will include the 
Ist and 2d Air Brigades. 


Paramilitary Forces 


The principal paramilitary forces number three: the 
National Guard, the Naval Prefecture, and the Federal 
Police. 


The National Guard, with its 12,000 men, serves the 
primary purpose of a border patrol, enforcing compli- 
ance with federal laws, and providing aid in the event of 
disasters. For more details see pages 22-29 of this same 
issue of TECNOLOGIA MILITAR. 


The Naval Prefecture, with 9,000 men, is quite similar to 
the U.S. Coast Guard, and is devoted primarily to the 
prevention of contraband, fishing protection, salvage, 
maintenance of aid to navigation, and port regulation. 
After the Malvinas/Falklands War, it ceased to come under 
naval jurisdiction, and became directly subordinate to the 
Defense Ministry. Its principal units are the five 900-ton 
helicopter carrier patrol vessels of Spanish construction, 
the ‘“Mantilla,” “Azopardo,” “Thompson,” ‘“Prefecto 
Piques,” and “*Prefecto Derbes.” They also have available 
the former 1!,000-ton whaler “Delfin,” and the 200-ton 
patrol boats, “Tonina,” “Dorado,” ‘“Mandubi,” and 
“Robalo”; as well as the 100-ton “Lynch,” “Toll,” and 
Erezcano.* The most numerous class in service is the 
80-ton Z-28 type, of German construction, originally con- 
sisting of 20 units, one of which was sunk and another 
captured intact by the British Navy during the Malvinas 
War. They also operate some 300 salvage boats, light 
vessels, and very small patrol boats for the river system. 
The Naval Prefecture’s Aviation Division operates a dozen 
airplanes, including the Skyvan, 47, 500 M, and Puma. In 
case of emergency, the Prefecture can equip small landing 
forces and coastal units with light infantry weapons. The 
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enlisted personnel are all volunteers, receiving their train- 
ing at the various instruction agencies operated by their 
institution. Officers graduate after a 3-year course at the 
General Matias de Irigoyen Cadet School in Tigre, near 
Buenos Aires; and petty officers take a 2-year course at the 
Martin Jacobo Thompson School in Zarate. Thre is also a 
college for the Naval Prefecture staff in Olivos, which 
offers post-graduate training to officers of various ranks. 


The Federal Police, with 22,000 men, are directly sub- 
ordinate to the Interior Ministry, engaged primarily in 
conventional police and internal security duties in the 
federal capital; for which they have several Shorland 
armored vehicles and Roland personnel armored vehi- 
cles, as well as a few Bo-105 and Alouette II helicopters, 
and light infantry weapons. They maintain a network of 
small contingents in the provincial capitals, and can also 
reinforce the provincial police forces in cases of emer- 
gency. The Federal Police are divided into a Public 
Order Division and a Corps Division, the latter includ- 
ing the Traffic Police, Mounted Police, and Highway 
Corps. There is also a Women’s Division, and the force 
controls the Buenos Aires Fire Department, with a 
secondary function to control groups and demonstra- 
tions. Operationally, the Federal Police are divided into 
six districts, subdivided, in turn, into 50 police stations. 
The enlisted personnel are for the most part volunteers 
for | year, and can voluntarily request admission instead 
of performing compulsory military service. The enlisted 
recruits take an intensive 3-month instruction course 
before being assigned to the units for specific training. 
Officers must complete a 2-year course at the Colonel 
Ramon L. Falcon Police Academy, located in the Buenos 
suburb of Caballito. There is also a Superior Police 
School offering post-graduate training on various levels 
for career officers. 


Sources for Defense Materiel Supplies and Current 
1 equirements 


The traditional defense materiel suppliers to Argentina 
are: the Federal Republic of Germany, France, Denmark, 
Sweden, and Great Britain for the Army. Great Britain has 
always been the Navy’s favorite, and U.S., German, and 
Italian shipyards have received a few orders. The Air Force 
was at first equipped largely with French and Italian 
materiel, while British equipment was introduced later; 
after World War II, a large portion of the great surpluses of 
British, Italian, and U.S. aircraft was purchased, as were 
many units of surplus ground equipment from the allies 
and a large number of naval vessels. The United States, 
France, Italy, and Switzerland beceme the main suppliers 
of defense equipment during the !960’s. During the 
1970's, Israel began supplying large numbers of second- 
hand combat planes and certain small naval vessels, con- 
tinuing this pace after the Malvinas/Falklands War. Brazil 
also received some orders for second-hand airplanes. 


Although it is still dependent on foreign suppliers to an 
unacceptable extent, Argentina is currently the most 
self-sufficient Latin American country in defense pro- 
duction. The present local industry meets most of the 
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Army’s requirements for short-range weapons, infantry 
backup weapons, ammunition, and transport and com- 
munications; and the degree of self-suffiency in armed 
combat vehicles and artillery pieces, naval vessels, and 
military aircraft is becoming increasingly greater. 


The Argentine atomic energy program is under naval 
control and, after the disaster of the Malvinas/Falklands 
War in 1982, despite repeated denials, the execution of 
the nuclear weapons program appears to be quite factual, 
especially since the announcement of the mastery of the 
uranium enrichment technique in 1985. Argentina will 
most likely be producing nuclear submarines within a 
2-year period and, according to calculations, nuclear 
weapons might also be developed without foreign assis- 
tance within a space of 3 years. There are also two 
agencies engaged in missile research: CELPA | (First 
Self-Propelled Missile Launch Experimental Center) in 
El] Chamical, and CELPA II, in Mar Chiquita; both 
under Air Force control. The already existing launch 
vehicles reportedly have medium-range nuclear war- 
heads, and a strategic rocket with a range of 600 km has 
already been evaluated. 


Although the goal of complete self-sufficiency in defense 
production has not yet been attained, and although such 
interesting equipment as the armored vehicles of the 
TAM I! family and the Pucara airplane have not yet 
attracted the same amount of attention and commercial 
success abroad as the products of the Brazilian defense 
industry have, the Argentine defeat suffered in 1982 in 
the war against Great Britain, as well as the effect of the 
arms embargoes of most of the developed countries 
during that conflict, reinforced the national resolve to 
reduce to a minimum the dependence on foreign suppli- 
ers; one of the objectives of the new Defense Law is to 
achieve self-sufficiency in defense production. 


The Army is currently quite well equipped, but the 
Navy’s present (or pending) requirements include an 
aircraft carrier to replace the “25 de Mayo,” and rapid 
attack, mine wariare, and amphibious assault boats. The 
Air Force also needs fighter planes, long-range fighter- 
bombers, troop and tank carrier planes, and helicopters. 


Summary and Prospects 


The Alfonsin administration, which inherited a virtually 
bankrupt state treasury and an insurmountable foreign 
debt, has been forced to adopt a series of very unpopular 
austerity measures; seemingly embarked on what 
appears to be the systematic demoralization of the 
Armed Forces, due to a salary freeze and a series of 
“exemplary” trials of military personnel implicated in 
the “dirty war” which accompanied the antiterrorist 
battle in the 1970's. The number of recruits called to the 
ranks annually has declined considerably, and there have 
also been restrictions, to a large extent, on the purchase 
of new and replacement equipment. At the outset, this 
latter measure seriously affected the Army; the Navy and 
Air Force managed not only to replace their losses of 
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materiel during the Anglo-Argentine conflict, but also to 
complete iheir reequipmeni programs already under way 
in 1982, which were financed before the return to a 
civilian government. 


Having satisfactorily overcome several insignificant mil- 
itary uprisings, and apparently reduced the bulk of the 
military organization to an acceptable level of political 
docility, even though the economic crisis (which it 
attempted to combat without any success) continues, the 
Alfonsin administration appears to be currently 
embarked on the reconstruction of the Argentine mili- 
tary organization; the emphasis is on highly professional 
Armed Forces with a high degree of self-sufficiency in 
equipment supplies. Although the number of recruits 
called to the ranks annually is still limited, the recent 
salary hikes seem to have attracted the attention of a 
large number of professional personnel with long service. 


Although the Argentine Army’s capacities in its first war 
with a foreign country in over 100 years were discouraging, 
the combination of experience gained during the Anglo- 
Argentine war and the reform in organization and other 
areas currently in progress will convert it into an ‘nstitu- 
tion with far greater capacity over the medium term. At 
present, the Argentine Navy has again attained a position 
of regional primacy that it had held during most of this 
century; again becoming the best equipped in Latin Amer- 
ica, and the Air Force ranks second after that of Cuba from 
the standpoint of equipment and indisputable leadership 
in the realm of combat experience. 


Footnote 


1. Editor’s Note: Shortly before the close of this edition, 
we received information to the effect that the Argentine 
Medium Tank State Company (TAMSE) won the bid- 
ding competition for a new battle tank for the Ecuado- 
rean Army. Further details in subsequent issues of TEC- 
NOLOGIA MILITAR. 


The National Guard 
33480202 Bonn TECHNOLOGIA MILITAR in Spanish 
Jun 88 pp 22-30 


[Article by Federico G.C. Landaburu; first paragraph is 
introduction] 


[Text] Soon it will be the 50th anniversary of the creation 
of the Argentine National Guard, which dates back to 28 
July 1938. Throughout its history, it has proven to be a 
steadfast subordinate institution, providing security and 
protection to the national land borders. Its members, 
deployed along an expanse of 9,640 km, withstanding 
the most varied weather and conditions, have set an 
example with their sacrifice, spirit, and dedication. 
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The Origins of the DNG 


An imperative of the time prompted the national author- 
ities to create a federal militarized police corps to 
oversee fulfillment of the laws in all locations subject to 
the central jurisdiction, particularly within the confines 
of the country, to prevent contraband, to foster a height- 
ening of patriotic values, and to watch over boundaries, 
spaces, and borders. 


The first spaces assigned to the new corps in fulfillment 
of their duty were remote areas of what were then called 
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National Territories (distant sections of Misiones, Chu- 
but, Rio Negro, Neuquen, etc.); it was intended, prima- 
rily, to guard and maintain order and security in Pata- 
gonia, Tierra del Fuego, ard other remote areas. At that 
time, these were spiritual illusions, with goals that might 
possible prove to be attainable with the passage of time. 


History has definitely shown that the illusions were 
materialized in realities: the goals were fulfilled as pri- 
mary objectives; and while the National Guard faithfully 
performs its everyday duties, the Argentine state and the 
entire nation are proud of the National Guard Corps. 





National Guard Directorate (DNG) 
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Key: 


1. General Staff; 2. Special Staff; 3. Coast; 4. 


West; 5. South; 6. Mobile Detachment; 7. Group; 8. General 
Calderon Superior School; 9. General Guemes National Guard 
School; 10. Advanced Studies Center; 11. Distant Education 
Center; 12. Corporal Cuello Petty Officers School; 13. 
National Guard Backup Services School; 14. National Guards- 
man Tripepi National Guard Training Center; 15. National 
Guard Training Squadron; 16. Number of Large Units/Units: 

5 Regions, 12 Groups, 44 Squadrons, 22 Airport Control 


Units, 5 Mobile Detachments 
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Under the Defense Ministry Since 1984 


Almost half a century after its establishment, some 
changes occurred. Based on a decree in 1984, the 
National Guard, which for many years had been subor- 
dinate to the Argentine Army, was changed and came 
under the Defense Ministry. Its organization, deploy- 
ment, personnel, training, use, administration, justice 
system, government, and discipline are the concern of 
the latter. So, at the present time, it 1s incumbent on the 
National Guard to meet the specific needs of the 
National Directorate, in accordance with its subordinate 
status. For this purpose, the current missions assigned to 
it are: 


To constantly control and guard ihe land borders 
(implying the border waterways as well), meeting the 
requirements of the federal legal system; 


To provide security for those targets declared of extreme 
concern to the nation’s defense, such as atomic energy 
facilities, tunnels, bridges, international airports, etc., 
might be; 


In wartime, to participate in military operations, 
depending on the provisions adopted by the executive 
branch of the republic and the arrangements called tor in 
the pertinent military planning. 


The National Guard began under the direction of Brig 
Gen Manuel Calderon, with headquarters in the city of 
Buenos Aires, based on a law promulgated by the presi- 
dent of the nation. Its mission at that time assigned to it 
the deployment of a group of outposts on the borders, as 
a deterrent to the ambitions of occasional intruders 
seeking to amass wealth through smuggling, or the 
unlawful passage of individuals. The location of these 
Outposts was contingent on the trends shown up until 
that time by smugglers or clandestine marauders. Many 
were left open, without coverage. The country’s borders 
were extremely extensive and were unprotected. 


At the outset, the National Guard personnel (just sum- 
moned) were assigned to various regions of the country, 
especially toward the north and south, but lying on the 
borders of the Argentine state. Those areas had to have 
the necessary troops available to carry out the newly 
assigned missions. These troops, organized in three 
regimental forces (basic units) at first, were motorized or 
mounted, depending on the geographical conditions of 
the natural environment in which they had to operate. 
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The topographical variety prompted the establishment 
of many posts often located in places inaccessible to the 
average man. The dense vegetation in the woods, the 
rugged mountain ranges, the extensive swamplands, or 
the presence of turbulent waterways on the territorial 
borders necessitated the isolation of these new units. The 
chiefs of these regimental forces were in command of the 
squads, which were the structured tactical units, gener- 
ally established in populated locations in border territo- 
ries. The outposts were covered by smaller numbers of 
troops, coming the the detachments of those squads, 
which had already been divided. The communication 
between units was based on two systems, one fixed, with 
the assistance of stable telephone facilities, and another 
with radio stations run by this corps. Person to person 
liaison was becoming increasingly essential. These sys- 
tems were gradually supplemented by the civilian society 
and the reinforcements that they were receiving as a 
result of the technological progress in the facilities used. 
The squads’ subordination to the regimental forces 
established in a few locations in the country evoked 
recollections of the old Line Army, with its former 
operational Line Cavalry Regiments responsible for the 
institution’s faithful compliance with its obligations. 
They are usually quite advanced in the border zones. 
These fundamental units have quarters, and modern 
communications, transmission and weaponry facilities. 
The squads are detailed toward advanced positions, or 
sections and groups are detailed to the same border 
confines; the latter being portions of the personnel 
lending apresence to a group of outposts located on the 
national boundary with neighboring countries per se. 
The patrolling is carried out between these posts, geared 
to the corresponding individual geographical environ- 
ment. There are platoons or teams comprised of portions 
of the troops, which tour and reconnoiter the terrain, 
using the most suitable mode of transportation, for 
example, horses and mules, motorcycles, wheeled vehi- 
cles (Mercedes-Benz 4 X 4 from Daimler Benz, AG, Iltis 
42 from Volkwagen AG, light all-terrain cars of the Willy 
type from the Jeep Corporation, Unimog vans from 
Daimler-Benz, AG, and F-100 from the Ford Motor 
Company, Mercedes-Benz L 114 and L 608 trucks, 
among others, and M-1 13 Snowcat trucks with chains, as 
well as airplanes, helicopters, ships, launches, rowboats, 
and canoes. All these vehicles have communications 
equipment. The immense border is covered by the 
members of the institution. The jungle, cordillera, lakes, 
and plateaus are subjected to the constant watchful 
presence of the national guardsmen. This is how the 
national sovereignty is guarded. 
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Equipment Common To That of the Army 


With regard to weapons and equipment, the National 
Guard uses the same as those used by the troops com- 
prising the Army infantry: CM-AA2 knife, 7.62 mm FAL 
light automatic rifle; 9 mm Browning automatic pistol; 
PAM I and PAM 2 submachine guns, both 9 mm; 7.62 
FAP heavy automatic rifle; light and heavy submachine 
guns, 7.62 and 12.9 mm respectively; 81 mm light and 
120 mm heavy mortars from Thomson-Brandt Arma- 
ments; illumination pistol, and anti-noise weapons. Sev- 
eral explosives, such as grenades, antitank mines, and 
other pyrotechnic equipment (signal cartridges, smoke- 
producing cylinders, flares, etc.) complete the gamut of 


weapons and ammunition. All this materiel is of national 
origin; which means that it has the backing of its supplier 
for maintenance or relacement without foreign features. 
The ammunition also has the same national features. 
The General Directorate of Military Construction 
(DGFM) is their main source of supply. 


The materiel used in communications makes it possible 
to meet all the requirements for performing the most 
diverse missions. There is portable equipment operating 
on very high frequency (HF/VHF) installed on ships or 
vehicles. They have fixed and mobile radio stations, the 
latter of the backpack type from Motorola Incorporated, 
and the vehicular type, which runs operationally on 
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HF/VHF (single sideband). Among the squads, groups, 
and regions, there are powerful installations and facili- 
ties for routine and special traffic to make contact with 
the National Directorate’s Main Communications Cen- 
ter and with the entities subordinate to it. The commu- 
nications materiel consists of different models from 
Thomson CSF, S.A., General Electric Company (GE), 
and Harris Corporation. 


A radio-teleprinter system from the German firm Sie- 
mens AG connects the National Directorate with the 
regional capitals, groups and squads controlling the 
major border operational movement. 


At the present time, work is under way on the future 
communications network for Latin American border 
guard units and those battling the drug traffic (Chile, 
Peru, and Paraguay). 


There is also a Bull 66/05 integrated data computer 
system in the National Directorate, conveniently used by 
the forces located in regions | (Buenos Aires) and 2 
(Coastal). 


Work has been done recently with excellent results using 
dogs trained to detect drugs. The animals are used by the 
control units at airports and on access roads leading 
abroad. 


The Technical Expert Directorate is the main center to 
support the federal justice system in the preparation of 
expert criminal studies, analyzing drugs and forming 
speical teams for the battle. It runs the Microfilm Service 
and the Scopometric Laboratory. 


It is interesting to note the diversity of aeronautical 
facilites at the institution’s disposal: L-21B single engine 
planes from Piper Aircraft Corporation for liaison and 
vigilance; PA 28-140 Cherkokees from the same U.S. 
company; TU 206F frori Cessna Aircraft Company; and 
PC-6 Turbo Porter from Pilatus Fluyzeugwerke, AG; PA 
31 Navajo twin efigine planes from Pipe, Aircraft Corpo- 
ration for transport and evacuation; $00 C-D helicopters 
from McDonnell Douglas Helicopter Company, for gen- 
eral purposes; SA 315 Lamas from S.N.I. Aerospatiale, 
prepared for high mountain flights; and SA 330L Pumas, 
also from S.N.I. Aerospatiale, for troop transport. 


The unit detailed farthest to the north is the La Quiaca 
Squad 21, in Jujuy; and the southernmost one is the 
Ushuaia 44 Squad, in Monte Olivia, in the territory of 
Tierra del Fuego. Two different geographical features, 
but with the same slogan to fulfill: watch over the nation. 


The general picture of the institution would not be com- 
pletely described without stressing the dynamic action 
taken by the staff, which has become the National Direc- 
torate’s activation center: a group of specialists trained to 
participate in studies and consultations involving the most 
varied conditions, and equipped to participate based on 
orders or their own initiative. The training that they have 
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affords them access to various areas associated with this 
corps. Several subjects are taught at the schools for 
improvement; their members take related courses or other 
highly specialized ones both inside and outside the coun- 
try. Their attendance is a matter of concern on the part of 
the higher commands, and a spur to the future course 
attendees, who find in them the fulfillment of their own 
professional aspirations. 


The holding of congresses, workshops, seminars, and 
other educational and research events constitutes a chal- 
lenge that the superiors offer all members of this force, in 
order to accumulate their real aptitudes. Only in this 
way, thanks to a healthy competition, will the members 
of the Argentine National Guard acquire a higher and 
more up to date standing 1n a dynamic society, which can 
be made effective in the active context of a Western 
democracy. Constant training with modern technologi- 
cal resources makes it possible to have available a 
healthy human contingent capable of continuing to work 
on behalf of the same principles that made that corps, 
created 50 years ago, a reality. 


Interview With the Argentine National Guard Director, 
General Commander Joaquin Matias Urruty 


On the eve of an event as all-important as the celebration 
of the creation of the Argentine National Guard (DNG), 
a federal security institution organized to guard the 
Argentine Republic’s vast frontiers; TECNOLOGIA 
MILITAR deemed it fitting to converse with its top- 
ranking authority. Following is a summary of this inter- 
view: 


TECNOLOGIA MILITAR: What were the reasons that 
prompted the Argentine Government to create this corps 
in 1938? 


General Urruty: The question has a profound content. 
As such, it forces me to reflect on the very essence of the 
National Guard. In this connection, I take the liberty of 
referring to documents that will afford a more accurate 
understanding. 


On 14 May 1938, the then president of the nation, Dr 
Roberto M. Ortiz, in a note endorsed by the ministers of 
war and interior, requested of the Congress of the Nation 
the prompt passage of the bill being revised on the 
creation and organization of a National Guard. 


In one of its paragraphs, referring to the previous proposal 
submitted in 1936, it states that the intervention of this 
new force is necessary, as a sole means of taking to the 
territories, especially those in the south, together with the 
calmness and security most indispensable to commerce, 
production, and even the very lives of their inhabitants, a 
body representing the national sovereignty. 


During the Chamber of Deputies session of 15 July 1938, 
there were pertinent remarks from Gen Carlos D. Mar- 
quez, minister of war, when he said that he welcomed 
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any organization, such as the National Guard being 
planned, which, while carrying out, in peace, a lofty 
mission of social protection and action, could at any 
given time, based on its qualities as an organization, 
provide what might be demanded of it in the future, if 
necessary, by the national defense requirements. 


In these brief references, I think that we not only find the 
reasons for its creation, but we can also discern the broad 
sense of a future among the men who had executive and 
legislative responsibilities in the nation. 


The brief history of our force demonstrates how a 
response was given to those mandates and plans which 
are in full force even today. 


[Question] How could the National Guard’s mission be 
described at present? 


[Answer] The mission of the National Guard is the result 
of its raison d’etre, and has been maintained from the 
very time of its creation. If we had to conceptualize it 
based on current thinking, we could claim that it has a 
relationship, in a broad sense, with national defense and 
citizens’ security; all within the pertinent legal context. If 
we wanted to adjust this conceptual sense a little more, 
we could say that the National Guard serves the follow- 


ing purposes: 


e Guarding the borders through a suitable, constant 
control and vigilance thereof, with the pertinent 
adherence to legality; 

¢ Guarding strategic targets; 

e Maintaining social order and public security any- 
where in the nation, in fulfillment of court orders or 
decrees of the executive branch;and, 

e Participating in wartime, through the strategic oper- 
ational and territorial commands, as a result of the 
pertinent planning. 


[Question] What are your corps’ relations with other 
security and police forces? 


[Answer] These relations are the normal ones, and there 
is sufficient coordination of duties through direct con- 
tacts between authorities and the various commissions 
formed in the Argentine Armed Forces. 


[Question] Is there any connection or dependence vis-a- 
vis the Army? 


[Answer] Since 1984, when the National Guard started 
to be subordinate to the Defense Ministry, there has been 
no dependent relationship with the Army. This fact does 
not mean that an appropriate functional relationship has 
not continued. We should not forget the military nature 
of the National Guard, and its organization, discipline 
and understanding of military skills that the entire 
personnel of the institution must possess. 
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[Question] Do you think that there is any special mission 
taking precedence over all those that the corps must 
carry out? 


[Answer] There is no principal mission. I think that each 
and every one is important. The circumstances and the 
orders issued by the executive branch, through the 
defense minister, or the fulfillment of court orders, may 
specify particular time periods that might hint the sig- 
nificance or priority of one over the other, but, in fact, 
this is not the c..se. 


[Question] What role is assigned to the National Guard 
in the battle against the drug traffic? 


[Answer] During the past 2 decades, the glaring phenom- 
enon of drugs has occurred, marked by an increase in 
production and trafficking, which are given an impetus 
by a heavy demand in other countries. Our country 
cannot detach itself from this situation, although Argen- 
tina is not a drug producing country, but should be 
considered a consumer of some, and a country of passage 
insofar as the unlawful trafficking of drugs is concerned. 


In this context, a National Guard as a guardian of the 
nation’s borders has an enormous responsibility in the 
battle against the drug traffic; This is proven by the 
Statistics On seizures and operations during the past 5 
years, which reflect a steady increase every year. 


This is due to the fact that the force has acquired an 
awareness of the potential threat entailed by the drug 
traffic to the mental and physical health of modern 
societies. It is for this reason that the National Guard has 
assigned more resources and personnel to curbing the 
unlawful drug traffic, in order to reduce the supply, as an 
important factor in preventing the improper use of these 
substances. 


[Question] In this connection, how are the activities in 
this battle coordinated both inside and outside the 
institution? 


[Answer] If we consider the fact that this is a battle in 
which all the nations of the world are participating, it is 
absolutely essential to maintain a constant flow of infor- 
mation and to coordinate activities, so as to economize 
on efforts and optimize results, thus preventing the 
generation of compartmentalization. In this connection, 
the National Guard is coordinating these tasks inter- 
nally, both nationally and internationally. In the internal 
area, this is shown through orders and guidelines ema- 
nating from the high command, the intermediate com- 
mands, or the horizontal links maintained by the oper- 
ational units. 


With the other institutions in the country engaged in 
investigation, prevention, rehabilitation, or suppression, 
the coordination is carried out through the National 
Commission for Control of Drug Trafficking and Drug 
Abuse. 
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With the security forces of neighboring countries, based 
on border zones or with forces from other countries 
engaged in the battle against the drug traffic through 
bilateral or multilateral agreements, there is also atten- 
dance at periodic meetings organized by the different 
regional agencies combining the institutions engaged in 
preventing illegal drug trafficking. 


[Question] With regard to the issues created by this 
mission to detect and combat the drug traffic, on which 
legal authority it is incumbent to deal with the cases that 
the National Guard has discovered? 


[Answer] The Argentine Republic’s Drug Law stipulates 
that the crimes provided for and punished by this legal 
ruling are within the authority of the federal justice 
system. It is a duty of every guardsman, when carrying 
out an operation against illegal drug trafficking (TID), in 
any part of the country, to give intervention to the 
respective jurisdictional federal judge. 


[Question] What training or particular policy has the 
National Guard adopted in preparing itself to carry out 
these tasks to combat the drug traffic? 


[Answer] This institution has a constant concern for 
training its members in all areas, and particularly the 
battle against the drug traffic. Hence, associated subjects 
are taught at the officer and petty officer training insti- 
tutions. Furthermore, tv/o courses on drugs are currently 
being taught at the National Guard Superior School for 
the force’s officer personnel, in which representatives of 
security and police institutions in this country and in 
other Latin American countries are also participating. 
One of the courses is given in the regular manner, and 
the other long-distance, including the last phase of atten- 
dance and final examinations. A special dog training 
center is also operating in the institution, where these 
animals are trained to detect drugs. This year, the center 
was declared a regional headquarters, based on the South 
American Agreement on Narcotics and Psychotropic 
Substances, and drug detector dogs from all the Latin 
American countries will be trained in it. Personnel from 
the force are also specializing in courses given in Amer- 
ican and European countries. 


[Question] Apart from the space considered as a border, 
where might the points of entry or exit of drugs be 
located? Can the National Guard operate in other geo- 
graphical areas? 


[Answer] Without considering the unlawful drug traffic 
in land border zones, there is unquestionably the other 
alternative, namely, the air route; and in this respect the 
National Guard is performing duties at the country’s 
major airports, at some of them in cooperation with 
customs, engaging in the necessary checking to prevent 
the entry or exit of illegal drugs. 
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Furthermore, the National Guard can operate in the 
entire area of the national territory at the request of 
judicial authorities, which usually occurs when action is 
taken in border zones; and from this there stems the need 
for taking other action, along the route or at the final 
destination of the confiscated drugs. The latter activity is 
coordinated with the local police forces. 


[Question] In your opinion, does the deployment of the 
resources available in the institution generally meet the 
actual current requirements? 


[Answer] The organic deployment of resources and per- 
sonnel of the units does meet the particular requirements 
for performing the specific missions. There is a constant 
concern for having a realistic view of the developing 
situation; this makes it possible to be alert and to adopt 
suitable measures whenever necessary. In the National 
Directorate, the staff operates in an integrated manner to 
advise and propose the method for coping with changes 
in the situation. Concretely, the National Guard deploy- 
ment responds to that concern. 


[Question] With regard to personnel, how is the corps 
staffed? Are there difficulties, or is recruitment easy and 
simple? 


[Answer] The supply of personnel is not ideal, but the 
force’s members are intensifying efforts in order to be 
able to perform their duties, and we think that we have 
the situation on the border under satisfactory control. 


[Question] Do the members of the institution have 
problems living in the parts of the country that are so far 
from populated centers? 


[Answer] Progress has been reaching the borders as well. 
The DNG is bent on continuing the work that it has been 
doing in recent years to improve the situation of its 
personnel, both in their service and their private lives, 
through the construction of barracks, housing, and other 
accommodations that are being executed with its own 
effort and support from both the national state, the 
provincial governments, and private institutions. 


[Question] Finally, Mr General Commander, would you 
like to make any other comment? 


[Answer] I would like to express my appreciation for the 
attention that the magazine TECNOLOGIA MILITAR, 
so widely disseminated among us, has devoted to us on 
this occasion that is truly emotional, because the 50 
years of existence, made sacred by the guardsmen who 
have preceded us, are evidence of the fulfillment of a 
very deeply entrenched duty by all members of this 
institution. 
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Reaction to U.S. Pharmaceutical Patent Protection 
Demands 

33480203b Buenos Aires AMBITO FINANCIERO in 
Spanish 22 Jul 88 p 12 


{Article by Silvia Peco: ‘Foreign and Domestic Labora- 
tories Face Off] 


[Text] The United States is reportedly going to punish 
Brazil for refusing to honor drug patents, and the same 
could happen to Argentina. Foreign laboratories are 
demanding protection for their discoveries during the 
initial stage of marketing. Local laboratories say that 
nonpatenting prevents guaranteed market shares (monop- 
olies) and assures the effective participation of Argentine 
industry. Here lies the controversy. Many laboratories 
have left Argentina, and others have replaced them. Price 
control has further complicated the issue. 


The patenting of special drugs has long been controver- 
sial in the country. In general, foreign laboratories are 
the ones that advocate a patent law or regulations for the 
current one, which was enacted last century, whereas 
domestic labs feel that a patent could become a tool for 
controlling the competition and securing monopoly prof- 
its, which would prevent the development of the local 
industry. 


According to the Industrial Center of Argentine Pharma- 
ceutical Laboratories (CILFA), “the nonpatenting of 
pharmaceuticals prevents privileged market shares or a 
monopoly on imports and permits the effective partici- 
pation of Argentine companies in the pharmaceutical 
industry.” 


The issue is thus the object of heated dispute in which the 
government, by omission, is on the side of the domestic 
laboratories. The official view is that a patent law should 
be arrived at over time but that now is not the right time 
because domestic industry would be seriously hurt. 


Nonetheless, the absence of patents in the country 1s 
presumably one of the reasons why foreign disinvest- 
ment has been under way in the pharmaceutical indus- 
try, as shown by the cases of Squib, Smith Kline and 
French, and Eli Lilly. 


To analyze the issue from the beginning, a patent is a 
document that certifies the intellectual property of an 
invention and insures that no one can use it for a given 
period. 


System 


The system is used today, with variations, in the United 
States, Europe, Japan and several nations in the devel- 
oping world. If a pharmaceutical laboratory invents a 
drug in the United States, it patents it not only there but 
everywhere in the world that the procedure exists. 
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The patent thus assures it a market monopoly for that 
item, as well as a monopoly on imports fr nu the head- 
quarters or affiliate that produces it. In other words, if 
the drug is patented, it cannot be imported; it must be 
purchased from the laboratory that patented it, whether 
or not it is produced in the country. 


From the standpoint of a developed country, patenting 
insures practically monopolistic profits for the inventor, 
but also encourages investment. According to the local 
defenders of the system, this explains why in the devel- 
oped countries the major laboratories invest up to 15 
percent of their annual sales earnings in research and 
development, while in Argentina only | percent is spent 
for this purpose. In contrast, those who oppose patenting 
assert that it is a privilege that a government can grant 
only when the level of research in the country is such that 
protection does not hinder the development of a local 
industry. 


At present, according to the defenders of patenting, the 
drugs that are produced in Argentina in actual violation 
of intellectual property account for just 15 percent of 
total production, so the introduction of pharmaceutical 
patenting would entail “tan industrial reconversion of the 
sector without economic or social cost.” 


If this assertion 1s accepted, we could then conclude that 
what they are seeking is to assure a market for the new 
items that gradually appear and to put an end to the 
“copies.” 


Nonetheless, this is only one side of the issue. A docu- 
ment drafted by the Studies Center for the Development 
of the Argentine Chemical-Pharmaceutical Industry 
asserts that “‘under the system of controlled pharmaceu- 
tical prices that has been in effect in Argentina for 
decades, patenting would entail a decline in the average 
cost of pharmaceuticals. The reason is that the copies of 
pharmaceuticals that are placed on the market in large 
numbers command new prices because they are regarded 
as new products. Thus, from December 1983 to Decem- 
ber 1987, while the general price increases for drugs 
granted by the Domestic Trade Secretariat were less than 
the rise in the wholesale price index, the average prices of 
the pharmaceutical industry were 10 percent above the 
wholesale index. This average rise in prices, facilitated 
by the absence of patenting, represents a loss to Argen- 
tines of about $160 million a year.” 


On the Decline 


According to the same source, the percentage of pharma- 
ceuticals that are really new on the Argentine market has 
been declining in recent years. Between 1975 and 1979 
they accounted for 36.7 percent of the market; from 
1980 to 1984, 32.9 percent, and in 1985, just 16 percent. 
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Table 1. New Pharmaceuticals 


Years Number of New Estimated 
Pharmaceuticals Percentage 
Marketed by Leading 
Laboratories That Are 
Actually Original 
1975-1979 668 36.7 
1980-1984 909 32.9 
1985(1 year) 138 16.0 


These statistics go hand in hand with the increase in the 
number of new pharmaceutical approvals in recent 
years; in fact, the number approved in 1982 and 1983 
gave rise to an investigation by the Office of the National 
Attorney of Administrative Investigations. 


The truth in this matter is something that the authorities 
in charge of Health and Pharmacology are well aware of. 
Drugs have been subject to price controls for practically 
the last 15 years (albeit with variations in the degree of 
strictness), and in order to cope with the inflation of 
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their costs and maintain their profit margin, some labo- 
ratories began to produce new drugs that are different in 
only one ingredient, because if Public Health approves 
the new item, they can negotiate another price with the 
Trade Secretariat. 


There are those who say that this practice does not 
extend to several foreign laboratories in the country that 
are subject to strict standards from their headquarters as 
to the composition of their pharmaceuticals. Since for- 
eign laboratories are unable to circumvent price controls 
with typical ‘“‘native craftiness” and to enjoy a monopoly 
on the manufacture of certain products as in other 
countries, the profit margin that Argentina now offers 
them is, at the very least, not encouraging compared to 
other markets. 


This explains why several have left and why the contro- 
versy On patenting is growing ever more intense, so much 
so that the issue was even mentioned in the negotiations 
on the foreign debt as one of Argentina’s structural 
problems that are discouraging foreign investment. 
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Banzer Choice of Independent Running Mate 
Criticized 

33480209c Cochabamba LOS TIEMPOS in Spanish 
7 Aug 88 Sec A p 4 


[Article by Samuel Mendoza: “Dangerous Opening”’] 


[Text] Several days ago we had the enormous pleasure of 
having a cordial conversation with the former president 
of the republic and head of Nationalist Democratic 
Action (ADN), Gen Hugo Banzer Suarez. We talked a 
little bit about everything, the past, the present and the 
future, devoting most of our attention to the national 
problems of today, to our hopes and to the dangers that 
lurk on the roed ahead. 


One of the topics in our taik was, to be sure, the upcoming 
general election, General Banzer having been nominated 
by the ADN. General Banzer revealed to us something that 
he has just reiterated in statements to the press in La Paz. 
He said that with his party’s consent he is absolutely free to 
choose his running mate, in other words, the candidate for 
vice president of the republic, in the forthcoming election. 
In this regard and without causing resentment in the ADN, 
he had decided to name a running mate who is not a party 
activist but a well-known independent. The reason, he 
said, was that just as in 1985, in 1989 as well we want to be 
the candidates of the citizens without a party, who are the 
overwhelming majority. 


As General Banzer has contended in his contacts with 
the press and with ADN leaders, this is an “opening” to 
Bolivia’s broad independent sector, in the realization 
that this sector often finds itself bereft of leadership and 
of hope for a better future. “‘Hence,” he stated, ‘“‘we want 
to reach the independents and bring them towards 
democratic nationalism, without demanding that they 
register in our rolis.”” And in the words of the ADN chief, 
proof of such an opening could be the nomination of an 
independent as vice presidential candidate. 


Initially the decision seemed truly positive to us, besides 
being patriotic and constructive. But after we heard him 
reaffirm his intention through the media, there occurred 
to us a question that we were unable to pose to General 
Banzer before he returned to Santa Cruz. What would 
happen if, assuming that the ADN wins the election, the 
independent vice president-elect decided to turn his 
back on the government, to betray it, to put obstacles in 
its way and to make its life impossible from Congress, of 
which he would be, by definition, the president? 


No one can deny that the current vice president, Dr Julio 
Garret Aillon, has transformed the vice presidency of the 
republic from a “fifth wheel on the cart” into an office 
with leadership and decisionmaking power. Nor can 
anyone deny that during the current term the president 
and vice president of the republic have had cordial and 
fruitful relations. We cannot deny, however, that this 
state of affairs could be different in the future. 
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Let us start from the principle that relations between the 
president and vice president of the nation were never 
cordial in the past. On the contrary, ill w’ll between the 
republic’s two highest authorities was almost an 
unchanging norm. What is more, more than a few times 
the vice president conspired against and wound up 
overthrowing the government, thus taking power. 


There is something else: we have often seen a lack of 
loyalty from well-known political figures who having 
been elected to Congress on slates of a given alliance or 
of their own party, soon thereafter decided to proclaim 
themselves “independent” lawmakers and to break with 
the political force that enabled them to reach this high 
position. If this has happened and continues to happen, 
if figures whose loyalty was never questioned wound up 
turning around and proclaiming themselves “indepen- 
dents,” then what can we expect of an independent vice 
president without an activist commitment to the ruling 
party? 


The opening that Gen Hugo Banzer 1s suggesting is, like 
the Pact for Democracy, highly patriotic, because it 
represents another sacrifice, one that is unprecedented in 
our stormy history. At the same time, however, it is an 
extremely dangerous opening, particularly in our coun- 
try, in which disloyalty, cannibalism and betrayal are 
very common in political life. 
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ADN Strategies Discussed, Criticized 


Fortun Suarez Interviewed 
33480186a Cochabamba LOS TIEMPOS in Spanish 
1] Jul 88 Sec B p 5 


[Interview with Guillermo Fortun Suarez, deputy leader 
of ADN in Cochabamba; name of interviewer not given] 


[Text] ““We’re not going to touch the structure of my 
Party,” he said, and with this statement seemed to put to 
rest all conjecture that he might be replaced by Senator 
Mario Rolon Anaya as deputy leader of ADN [National 
Democratic Action], as nothing more than a rumor 
circulated on the eve of the National Conference of 
Leaders held by the members of ADN here in Cocha- 
bamba. 


Guillermo Fortun Suarez is considered by many observ- 
ers as the man in whom General Hugo Banzer Suarez, 
who is to be officially designated by the Party as its 
presidential candidate for the 1989 general elections, 
places the most trust. 


Fortun presently occupies the position once held in ADN 
by one of his political adversaries, Eudoro Galindo, who 
is now head of the PDB [Bolivian Democratic Party]. 
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We talked with the deputy leader of ADN hours before 
the official announcement of Banzer’s candidacy for 
president of the Republic. 


[Question] How do you view the future ADN, once the 
‘““narco-videos”’ case is closed? 


[Fortun] ADN is a party that always looks to the future; 
we don’t like to look backwards. This is why, when the 
problem of the “narco-videos” and “narco-photos” 
arose, we of my party were the first to call for an inquiry 
by the respective tribunal of the Chamber of Deputies, 
for a full clarification of the matter. 


[Question] In your view, what is likely to be the outcome 
for those persons who have been found guilty by the 
Chamber of Deputies? 


[Fortun] With respect to the Suarez family, as we know, 
they already had writs of summary proceedings brought 
and judgments rendered. But as for the other persons 
who have appeared, I believe a very expeditious and 
exhaustive investigation is called for, on the basis of 
which I believe precedents must be set for the country as 
a whole; because unless a precedent is set, anyone can 
feel privileged to get involved in this sort of thing and 
claim he or she has done nothing wrong. 


[Question] In addition to Dr Arce Carpio with his 
‘“narco-video” problem, the MIR [Movement of the 
Revolutionary Left] has also overcome its “narco- 
photo” problem. How do you interpret this? 


[Fortun] As regards Dr Alfredo Arce, it has clearly been 
proven that he had nothing whatever to do with it; and 
the guilty persons have, of course, been brought before 
the provincial courts. In the “narco-photo” case, Mr 
Chavarria has yet to be investigated by the provincial 
court to determine the extent of his involvement, if any, 
in the drug traffic. 


[Question] What is Dr Arce Carpio’s present status in 
ADN? 


[Fortun] He is suspended from his political activities, 
from the Party. He was a member of the Party’s Political 
Committee and is no longer so. He was head of the 
brigade and is no longer so. Dr Arce Carpio is not on 
mere leave status but rather suspended from his ADN 
activities, until we really know to what extent he was 
involved within the Party, and why he went so far as to 
do something which the Party must nevertheless con- 
tinue investigating even though, in the Commission’s 
view, the allegation was groundless. Meanwhile, his 
membership remains suspended. 


[Question] Do you personally believe that your colleague 
Arce Carpio is in a position to resume his functions in 
the Chamber of Deputies? 
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[Fortun] Well, I prefer not to address that question from 
a personal viewpoint. But the Chamber of Deputies 
Resolution has already suspended the leave Dr Arce 
Carpio himself had requested; therefore, he is free to 
resume his parliamentary functions at any time. How- 
ever, that is one thing; the Party is another. 


[Question] In that case, when will ADN finally resolve 
Dr Arce Carpio’s status? And what is likely to be the 
result, considering the relevant factors in this case now at 
the disposal of your Party? 


[Fortun] I believe that not until the end of this month 
will we have some idea in that regard. Our Party is 
reputable and we are investigating. | would not want to 
anticipate at this time whether the results are likely to be 
positive or negative for Dr Alfredo Arce, given the 
position I occupy within the Party; I am its deputy leader 
and would be prejudging the outcome. I prefer to be 
governed in the matter by the findings that are to be 
determined by our Party court of justice at the appropri- 
ate time. 


[Question] In an interview with Deputy Vargas, a 
reporter, Dr Nogales, stated that Alfredo Arce had held 
meetings in Panama with General Noriega, precisely 
during the period when the “narco-video”’ was being 
filmed... 


[Fortun] I have no knowledge to the effect that Dr 
Alfredo Arce may have met with General Noriega; | 
know absolutely nothing to that effect. I have not spoken 
with him on that subject. But I believe it is nothing more 
than a supposition, an allegation with no basis in fact. 
The actual fact is that I have received a report indicating 
that Dr Arce Carpio did not have such 2 meeting. 
However, I have not discussed the matter with him 
directly and do not believe it to be true. 


[Question] Nevertheless, Freddy Vargas asserted that the 
meeting in question had caused an internal crisis in 
ADN. 


[Fortun] There was no Party crisis whatever on that 
topic. Again, I believe this to be still another presump- 
tion, another speculation. 


[Question] Prior to the “‘narco-videos” case, Dr Alfredo 
Arce Carpio charged the existence of illegal aspects in 
connection with the presence of oil transnationals in our 
country, and even drew up a bill to forestall some 
operations contracts. Should Dr Arce return to Parlia- 
ment, would your Party support that campaign? 


[Fortun] That was a position held by Dr Alfredo Arce 
Carpio, and a respectable one. But it is not a Party 
position. My Party continues to hold the view that to 
develop our country, we need investment capital from 
abroad; and if that foreign capital must be channeled 
through these companies into drilling and exploring to 
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determine our oil-bearing zones, then we say: “Welcome to 
our country.” We Bolivians do not have the economic 
resources of our own to carry out this type of exploration. 


[Question] It is said that the drug traffic has penetrated 
all the structures of our society. Officially, the peasant- 
farmer producers of coca are connected with the drug 
traffic. But so are the topmost leaders of the country’s 
principal political forces. Aren’t you convinced of that? 


[Fortun] I am convinced that insofar as concerns my 
Party there is no involvement whatever—neither at its 
summit, nor the middle leadership nor the grass-root 
levels of the Party. ADN is an honest party, and public 
opinion attests to that. With reference to other political 
parties, I cannot talk for them; but I do believe the drug 
traffickers have penetrated considerably our entire 
Bolivian population, because they handle a lot of money, 
and money corrupts. This, therefore, calls for a great deal 
of care. 


[Question] To what extent do you think the producers of 
coca are connected with the drug traffic? 


{Fortun] What I want to say emphatically is that I don’t 
believe all the tenant farmers have that connection. They 
must have some leaders who are engaged in it, because, 
it is a fact, and I repeat it, the drug traffic, with its 
powerful economic claws, is tempting all Bolivians. 
What has occurred in Chapare is truly regrettable. 


[Question] In the wake of your Party’s Conference in 
Cochabamba, how does ADN stack up against the other 
political forces from the standpoint of next year’s elec- 
toral process? 


[Fortun] We have adversaries. We don’t consider them 
political enemies but rather adversaries; and some of 
those adversaries are aligned with the MIR, and the 
others with the MNR [Nationalist Revolutionary Move- 
ment], a force that we believe is going to regain its 
political constituency in this forthcoming election, as 
well as, possibly, a broad Leftist front that it may attract 
throughout the country. But we of ADN feel certain of 
winning 50 percent plus one of the votes in this coming 
1989 election. 


[Question] Is it true that there is a movement within 
your Party to call for nominations for the position of 
deputy leader of ADN at its Cochabamba Conference? 


[Fortun] No. That is completely false; there’s nothing of 
the sort. This is a conference of leaders at which we're 
going to have a look at our electoral campaign. We’re 
going to analyze our organization, and we’re absolutely 
not going to touch the structure of the Party. In my view, 
that is a dirty trick that has been played on Dr Rolon, 
and it is unfair to him to have used his name to spread 
this rumor. 
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[Question] The ANF [Fides News Agency] dispatch that 
circulated this rumor also cited the fact that Dr Rolon 
Anaya was minister of foreign affairs in the Garcia Meza 
Administration. What is your view of that aspect? 


{Fortun] At the time of that event, Dr Rolon requested 
leave from his ADN membership, and the Party granted 
it, because, when a case such as this arises, the Party does 
not stand in the way of its members being called upon to 
perform governmental functions. But as to your question 
itself, | repeat that it is unfair for someone to be using the 
name of a respectable person. In my view, they are 
misusing it. There is absolutely no basis in fact for that 
rumor. I have a great deal of respect for Dr Rolon Anaya. 
He is a highly respected person in the Party, but, again, 
there is nothing at all to that rumor... 


Quiroga Interviewed 
33480186a Cochabamba LOS TIEMPOS in Spanish 
I Jul 88 p BS 


[Interview with Dr Rafael Julio Quiroga, leader of FSB’s 
Cell “B”: “Cell ‘B’ Will Not Talk With ADN”; name of 
interviewer not given] 


[Text] Dr Rafael Julio Quiroga is leader of Cell ““B” of 
the FSB [Bolivian Socialist Falange], which is led by 
Deputy Rommel Pantoja. Dr Quiroga spoke with LOS 
TIEMPOS in a brief interview which provides some 
useful insights into the politics of the moment. 


[Question] Various factions in FSB are claiming to be the 
authentic expression of the Party. Which of them repre- 
sents the line of thought most closely identifiable with 
the original thinking of the Party’s founder, Oscar 
Unzaga de la Vega? 


[Quiroga] In reality, they are not factions. They are 
different approaches that exist within the FSB, all con- 
verging and embodying the original thought of its 
founder. They differ only as to the methodology or 
strategy to be followed to become the governing party. 
Some believe it should be the “‘National Uprising” 
approach, which I consider the most appropriate; others 
believe in the “systematic penetration” approach ard 
some in the “election road” approach. Among them, 
none is irreconcilable, because in the end, we all believe 
that Falange must eventually become the Government. 


[Question] Why does the MAS-U, which the National 
Board of Elections also recognizes as a party, claim to be 
the real expression of Unzaga’s thought? 


[Quiroga] It is my view that the MAS-U Party must 
reconsider that assertion, to avoid having the same thing 
happen to Oscar Unzaga de la Vega as happened to 
Nicaragua’s Sandino, who in life was a nationalist, and 
who in death found himself converted by them into a 
communist. | 
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[Question] Is it true that FSB, which is headed by 
Deputy Rommel Pantoja, is engaged in political talks 
with General Banzer? If that version is not correct, what 
are the ideological and platform differences between 
FSB and ADN? 


[Quiroga] There are absolutely no political talks going on 
between the Falange and Mr Banzer. Ideologically, we 
are Nationalism itself, and they call themselves nation- 
alists. That is why our list of candidates is reviewed by 
our Court of Honor and theirs, according to their own 
recent statements, by the DEA. We are the product of a 
historic event—the War of the Chaco—and they of the 
privilege that comes with governing. We were forged in 
persecution and torture; they, in the economic squander- 
ing and wasteful spending that characterized their 
Administration. Our platform calls for new structures to 
enable the building of a new National State. 


[Question] How does FSB propose to deal with the 
agrarian problem? 


[Quiroga] The latent agrarian problem has been a con- 
cern of the Falange since the Party’s creation in 1937. 
Agrarian reform has resulted not in the improvement of 
farming but rather in the enslavement of the tenant 
farmer. All further deliberation aside, we propose: |!) 
Elimination of the agrarian juridical system, which, 
under the guise of reversion, is waging a war on the right 
to own agrarian property, producing mistrust on the part 
of the true producer. This system must be incorporated 
into the body of ordinary civil law; 2) “Cooperativi- 
zation” of agricultural production, and its designation as 
a sector of production to be managed by the Government 
and operated by the Army, the sole entity capable of 
being dispatched anywhere throughout the country; 3) 
Assistance and effective cooperation as well as close 
supervision with regard to agroindustry in the eastern 
section; 4) A sound colonization plan designed to induce 
the recruits discharged from the Army to not return 
home but rather to a community devoted to the coloniz- 
ing of virgin land; in sum, a plan designed to enlist the 
Bolivian, with agricultural production as its primary 
objective. 


[Question] What is FSB’s position with respect to the 
drug traffic question and the production of coca? 


[Quiroga] Living off the addiction and weakness of the 
human being, and implementing his or her destruction, 1s 
despicable. Falange is against all activities that degrade the 
quality of the human being. As for the production of the 
coca leaf, it must be, as it was in 1948, permitted only for 
chewing and traditional consumption. 


[Question] Why do you cite the 1948 situation? 


[Quiroga] Because in that year, Bolivia entered into an 
international agreement with Argentina allowing it to be 
imported into that country for sound consumption by 


BOLIVIA 


Bolivian workers in Cordova, Jujuy, etc. Export agree- 
ments were also signed with Ely Lilly, Carlo Erba, and 
other firms. Taking into account the fact that chewing of 
the leaf is also a form of nourishment, FSB proposed at 
that time the creation of a Ministry of Coca Leaf, to 
further its use in medicine and ensure its legitimate 
export for that purpose. 


‘Manipulation’ of Votes Charged 
33480186a La Paz HOY in Spanish 5 Jul 88 p 3 


[Commentary by Juan Pereira Fiorilo] 


[Text] In accepting his nomination for the presidency, as 
reported from Cochabamba, ex-dictator Hugo Banzer 
Suarez, today a “devout democrat,” alerted his constit- 
uency to prepare to prevent “the popvlar will as 
expressed in the urns from being supplanied by scandal- 
ous manipulation of the votes.” 


According to the dictionary, manipulation is the “exe- 
cution of manual operations in chemistry, pharmacy, 
etc.” 


In the figurative sense, it is the act of “maneuvering, 
operating with intent to deceive.” 


When the ADN presidential candidate refers to “scan- 
dalous manipulation of the votes,’ he must of course be 
fully aware of the corrupt manner in which the National 
Board of Elections, the departmental Boards, and those 
of the capitals actually resort to “maneuvering” to 
change the results of the voting. We had proof of this in 
the La Paz municipal elections, where, by skilfully 
manipulating the “computer,” the ADN-MNR majority 
maneuvered in such a way as to invalidate the electoral 
committees, which, as far back as the first round of the 
voting in December, had awarded the last councillorship 
to “Revolutionary Vanguard,” and in this way, enacting 
what the dictionary terms “operating with intent to 
deceive,”’ succeeded in having the popular vote nullifted 
in favor of VR-9 and the councillorship awarded to 
ADN, enabling it to attain an alleged “relative majority” 
which nevertheless failed when, despite its ““maneuvers” 
to buy the vote of an MIR councillor, its deceitful 
manipulation ended in failure. 


ADN, with the “Pact For Democracy,” virtually controls 
the Election Boards, but it is fully aware that repudiation 
of that formula by the voting majorities has grown and 
that the ex-dictator, now a democrat, will not win the 
50-percent-plus-one-vote first-round minimum needed 
to be elected president of this country, destroyed by its 
famous “foreign debt” and by the corruption that char- 
acterized his Administration and that continued to char- 
acterize other dictatorships Bolivia has had, at the hands 
of the disciples and collaborators of Banzer Suarez. 


The truth is that the ADN has already begun enacting its 
maneuvers. 
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In its fervent push, through the present Administration, 
to implement all the heavy-handed measures that affect 
the socia! interest in particular, the ADN is backing the 
entire policy of recession being practiced during this 
historic present. It is seeking to impoverish the Chapare 
producers of the coca leaf. And to accomplish this, the 
ADN Deputies will seek to have the law being demanded 
by the United States passed during this legislative 
period, so that, Machiavelli-like or Pilate-like, they can 
argue tomorrow that they were not the “authors” of this 
measure. 


The dual line of conduct currently being following by 
ADN is precisely, and in its entirety, the ““manipulative” 
one being practiced by its members in Congress, so that 
tomorrow, when they no longer have an absolute major- 
ity of the votcs, they can take advantage of the control 
they exert over the upper military levels of command to 
take over the government through a coup d’etat, then 
argue that, since their supposed “right” to the presidency 
of the Republic has “for the third time” been ignored, 
they have taken over the government by force. And in 
this way, oblivious of the elected members of parlia- 
ment, who in number would represent at least 70 percent 
of their real opposition, they hope to ensure their chance 
of remaining anti-democratically in power. 


With the speech delivered by Banzer Suarez, the Boliv- 
ian people are now on notice as to the aims being 
pursued by the would-be Bolivian Stroessner. 
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Leftists Seek Unity Before 1989 Election 


Primaries a Possibility 
33480209b Cochabamba LOS TIEMPOS in Spanish 
5 Aug 88 Sec B p 5 


[Text] In between an “oligarchical” government and a 
“reformist’”” government there is the third option of a 
coup, according to the socialist group that deputy Roger 
Cortez heads. 


At best the left could only exert some degree of influence 
to increase or decrease the odds that any one of the three 
possibilities for 1989 will come to pass. 


In light of the difficulties that the left is having in 
achieving unity for the upcoming elections, the proposal 
of the independent sectors to hold primary elections has 
been endorsed very timidly by Patria Socialista [Socialist 
Homeland]. 


“Three possibilities of what might happen on the 
national scene are taking shape,” asserts Socialist Home- 
land, according to an article in the latest issue of its 
mouthpiece UNA SOLA LINEA. 
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According to its analysis, an oligarchical or a reformist 
government could emerge from the upcoming election. A 
third possibility would be “a reactionary coup that 
would put big business, free enterprise and the military 
on top.” 


Given such conclusions, we might assume that the 
socialist group that deputy Roger Cortez heads does not 
give the left much chance of an election victory. At best, 
in this view, the left could exert some degree of influence 
to increase the odds on one rather than another of the 
three possible outcomes of the election. 


Nevertheless, even this would depend on achieving 
“unity among leftists by overcoming old practices, such 
as sectarianism or the desire for hegemony, that obstruct 
other efforts at unity.” 


They acknowledge, thus, that the left’s political future 
will be insignificant unless it overcomes its age-old 
inability to unite or at least to stop splitting up. 


Distant Dilemmas 


Characteristically, leftwing parties boast of their great 
altruism and say that they are prepared even to dispense 
with their initials if this will further the cause of unity, a 
cause that at this juncture in the crisis of leftist ideolo- 
gies, is becoming just a lovely pipe dream. 


For their part, the socialists are putting forth the same 
proposals that their slain leader Marcelo Quiroga Santa 
Cruz did 10 years ago. But in contrast to their previous 
calls for unity, the socialists are not placing as much 
emphasis now on the need to achieve a platform accord 
as an initial condition. The most important thing now 
seems to be the problem of leadership or, to be more 
exact, the main candidates. 


To overcome this obstacle, which the left has so far been 
unable to do, they have initially and very timidly con- 
sidered a sort of internal election. They have asserted 
that it is not hard to identify the most prominent 
hopefuls, and to insure that they deserve a consensus, 
they would have to turn to the rank and file of the left 
and of the people themselves. 


The PUS 


This proposal is now most clearly supported by indepen- 
dent groups such as the ones that took over the leader- 
ship of the FUL [Local University Federation] in Cocha- 
bamba, though the party machines dare not embrace it 
more openly. The proposal would be for something like 
“primaries” in which decision-making ability would be 
transferred from the “‘upper echelon and top-down” 
bureaucratic level to the rank and file activists and 
sympathizers. The power of the top leaders would thus 
be diminished. Above and beyond the real differences 
that arise on the theoretical and speculative level about 
tactics, strategies and programs, such leaders: generally 
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have strong ambitions, which they cloak, because such 
ambitions are petty, in radical garb that lends them 
greater seriousness than they actually possess. 


All of these steps along “the road to unity” would have to 
lead, according to the Socialist Homeland activists, to 
the establishment of a “Single Party of the Socialists” 
(PUS), around which all of the elements of the highly 
fragmented Left would gather. 


Roger Cortez’ followers have clearly not lost the good 
will that characterized their political activities before 
they were removed from the PS-1. What is noteworthy is 
the contrast between their far-reaching, ambitious pro- 
posal and their demonstrated inability to put such a 
widely praised spirit of unity into practice. 


Support for Revolutionary Left 
33480209b Cochabamba LOS TIEMPOS in Spanish 
16 Aug 88 Sec A p 4 


[Article by Jose Medrano C.: “Left Supports MIR-NM”] 


[Text] Time is running short before the 1989 general 
elections. Since the left cannot and will not be able to 
unite or establish a solid front, given the bitter experi- 
ence of the UDP [Democratic and Popular Unity], to 
prevent the defeat that is on the horizon, there is no 
choice but to get on the bandwagon of the MIR [Move- 
ment of the Revolutionary Left] New Majority, the only 
party in sight that would have more or less of a chance 
against the MNR [Nationalist Revolutionary Move- 
ment] and the ADN [Nationalist Democratic Action]. 


The criticisms that MIR New Majority is the right’s 
alternative or the new replacement card in its political 
deck are debatable. Didn’t Muscovites and Christian 
Democrats collaborate with Hernan Siles Zuazo, who 
hurriedly distributed preferential dollars to the right 
after receiving votes of support from the left? 


In the past liberals and republicans waged bitter struggles 
for power without noticing that both parties were made 
up of landowners, big miners, prosperous professionals 
and a few craftsmen as shock troops. 


The struggle is now being waged under more or less 
similar circumstances between rightist political groups 
and a divided left. 


Given the pace at which the left is moving ahead with its 
political preparations, with each faction rushing off on 
its own (Sandoval Moron’s MIN in Santa Cruz, Dr Juan 
Lechin Oquendo’s New Alternative, the Socialist Dem- 
ocratic Left or the Axis of Convergence, etc, etc) and 
with the resulting dispersion of votes, they will barely 
win a few seats in Congress, which is no doubt what the 
professional political opportunists and the cynics are 
after, but not the central government. 
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Unless the many leaders of the many lefts reflect before 
it is too late and relinquish the ambitions and secret 
instructions that they indisputably receive from abroad, 
we will be witnessing another resounding defeat for the 
left, as happened to the PIR [Party of the Revolutionary 
Left] in 1948 and the UDP recently. 


The workers, peasants and middle class have common 
interests under the current conditions of institutional- 
ized social injustice and, therefore, require a political 
tool that represents their aspirations, an organized party, 
not a party that has yet to be organized, much less a 
front, given the unpleasant memories. 


If they have survived the shameful military dictatorships 
of the immediate past, if they have suffered disillusion- 
ment and betrayal when a unique opportunity for fun- 
damental changes under the UDP was wasted, one that 
will not readily be repeated for a long time, then what do 
they have to lose by supporting, after intelligent negoti- 
ations, the MIR New Mayjority as the only alternative 
that can contend for victory with the MNR and ADN? 


Serious thinking and then definitive decisions are in 
order before it is too late. Universal suffrage will also be 
on trial, so that democracy really means government of 
and for the majority. 
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Political Involvement of Religious Cults Criticized 
33480209a La Paz PRESENCIA in Spanish 
15 Aug 88 p 3 


[Editorial] 


[Text] The proliferation of religious sects in our country 
is occupying the attention of the authorities of both the 
government, because of their political and moral impli- 
cations, and of the Catholic Church, inasmuch as these 
groups pose a challenge to pastoral reflection. 


A few days ago the Undersecretariat of Worship brought 
the issue up again, asserting that several economically 
powerful sects are intervening on behalf of certain political 
interests Or engaging in immoral and criminal activities. 


The Political Constitution of the State guarantees free- 
dom of religion, but this does not mean ignoring those 
Organizations that use religious pretexts to conceal their 
desire precisely to violate freedom of thought or that 
exert physical or moral pressure to keep individuals who 
have shown an interest in their preachings captive, as has 
happened with the Hare Krishna sect, which has for this 
reason been expelled from the country. 


Studies conducted in Latin America over the past two 
decades have reached this conclusion: the invasion of 
sects (there are an estimated 2,500 to 3,000 such cults in 
the United States alone) is in keeping with a political 
plan that was put into practice in 1970 in the wake of the 
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report on Latin America that Nelson Rockefeller submit- 
ted to Washington in mid-1969. The message cf the 
report was: “The Catholic Church has ceased to be a 
reliable ally for the United States and a guarantee of 
social stability on the continent.” It was talking about the 
nascent liberation theology. 


A number of studies on this phenomenon assert that 
among the political activities of the Moon sect and the 
common crimes attributed to the Hare Krishnas are a 
wide range of actions linked together in a plan to destroy 
the critical faculties of Latin Americans and to prevent 
them from taking part socially in processes that will lead 
to liberation from dependency. ; 


A sect is a small, rigidly governed social group, an 
essentially totalitarian organization that exciudes other 
individuals and groups. Religious sects are also charac- 
terized by their confusion of ideology with faith and, 
when possible, they involve themselves in political pro- 
cesses by providing weapons and financial resources, or 


BOLIVIA 


they traffic in human needs by offering people a different 
vision of God, a “functional” interpretation of sin, so 
that the client adapts this interpretation to his own 
interests in relieving his conscience. 


Given the immense variety of religious organizations, it 
is easy to engage in unfair generalizations. For example, 
we must distinguish very carefully between “Church as 
Institution,” which is universal, has a historic tradition 
and theological breadth and is socially involved without 
discrimination, and the “Sect,” in which such traits are 
absent. 


The government has a constitutional duty both to pro- 
tect the people's right to publicly practice any religioa, 
and to investigate the activities of groups that vitiate the 
inalienable right to freedom of thought by using reiigion 
as a tool for crime, corruption or political meddling. 
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Constituent Assembly Approves Judiciary Branch 
Reforms 

33420128 Sao Paulo O ESTADO DE SAO PAULO 

in Portuguese 26 Aug 88 p 4 


[Text] Brasilia—Yesterday, the Constituent Assembly 
voted to retain, in practically unchanged form, the 
innovations introduced on the first round with regard to 
the judicial branch. The judiciary will in the future have 
administrative and financial autonomy, which repre- 
sents an essential step toward its modernization and 
dynamization. The highest court level will also be reor- 
ganized, with the Federal Supreme Court (STF) becom- 
ing a constitutional court in fact, and with the establish- 
ment of a new court—the Supreme Court of Justice 
(replacing the Federal Appeals Court) as a third instance 
for the federal courts, enjoying some of the authority 
presently assigned to the STF. 


The main innovations are as follows. 


¢ STF—This body will continue to be made up of 11 
judges, and it will function as a constitutional court 
for the resolution of cases pertaining to the constitu- 
tion or involving federal authorities on the highest 
level. It has now been granted jurisdiction for trying 
political crimes. However, it will no longer have 
jurisdiction for the trial, on special appeal, of cases in 
which the judgment violates or invalidates effective 
federal laws or treaties; validates laws or decrees by 
local governments which have been challenged on the 
basis of federal law; or gives laws interpretations 
differing from those handed down by other courts or 
the STF itself. Jurisdiction in these cases will now be 
assigned to the STJ. 

¢ STJ—This is the new court established as the third 
instance for common law matters. The specialized 
court sectors—labor, electoral and military—have a 
third instance today. But there is only a second 
instance, the Federal Appeals Court, with headquar- 
ters in Brasilia, for the federal comrnon law court 
system. Any appeal against a decision by a judge in 
Rondonia, for example, must be filed with the TFR. 
And from that level, the only recourse is to the STF. 
The STJ will be made up of 33 judges, including the 
27 now sitting on the TFR, which will cease to exist. 

* TRF—Federal regional courts will be created, ini- 
tially only in the areas in which there are the largest 
number of cases, as organs of the second instance in 
the federal court system. These courts will try cases 
involving appeals against the decisions of the federal 
judges. 

¢ Small Claims—In addition to the other special courts, 
small claims courts, with jurisdiction for the settle- 
ment and trial of civil cases involving minor sums and 
violations (such as the operation of prohibited games, 
disturbance of the public peace, etc.) may also be 
established by law. The judgments in the cases heard 
by these courts will be final, with no appeal allowed. 

¢ Justices of the Peace—The post of justice of the peace 
will be reestablished. These positions will be paid and 
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will be held by citizens elected by direct, universal 
and secret balloting for terms of 4 years. A justice of 
the peace will have authority to perform marriages, to 
hear challenges and to examine evidence, and will 
further be allowed to engage in arbitration, without 
the authority of a court official. This means that he 
may attempt to reconcile spouses, for example, or to 
resolve disputes between neighbors. 
Unconstitutionality—Authority to raise questions of 
constitutionality will be granted to the president of 
the Republic, the board of officers of the senate, the 
board of officers of the chamber, the board of officers 
of the legislative assembly, state governors, the attor- 
ney general of the Republic, the Federal Council of 
the Order of Lawyers of Brazil, political parties with 
representation ip the national congress, and trade- 
union confederations or owners’ organizations on the 
national level. Today, only the attorney general of the 
Republic can file constitutional challenges with the 
STF. Or he may simply shelve complaints with which 
he does not agree, or with which the president of the 
Republic does not agree. 

Competition—Acceptance for judicial careers will be 
based on public competitions based on examinations 
and degrees, with the OAB participating at all stages. 
Government courses must be offered for the basic and 
advanced training of judges, and their completion will 
be a requirement for acceptance and advancement in 
a court career. 

Lists—The names of court personnel and attorneys 
will be placed on lists drafted in six copies by the 
bodies representing their respective professional cat- 
egories, for the purpose of filling the pertinent quotas 
in the ranks of judges for the federal regional courts 
and the courts of the states and the Federal District. 
These lists will be submitted in triplicate by the 
respective courts to the executive branch for the 
appointment of individuals to fill vacant posts. 
Taxes—No reduction in judges’ salaries will be 
allowed, but such salaries will be subject to general 
taxes, including the income and special taxes. At 
present, judges, as well as parliamentarians and the 
military, pay almost no income tax, because it applies 
to only a small portion of what they earn. It remains 
to be seen how the term “‘salaries”’ will be interpreted, 
because, as is known, it does not cover all portions of 
the compensation paid these individuals. 
Retirement—The privileged retirement of judges has 
been retained in its present form. Retirement is 
compulsory in case of disability and at the age of 70, 
and is optional after 30 years of government service, 
in all cases at full pension. The only addition is the 
establishment of a minimum of 5 years of actual 
service as a judge or magistrate. This is designed to 
avoid such cases as have occurred, for example, with 
the appointment of a judge who serves only a year or 
two in a court and then retires at full pay. 

Court Posts—The courts will have exclusive authority 
to organize their secretariats and auxiliary depart- 
ments, and to fill the positions required for the 
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administration of justice, by means of public compe- 
tition. There will be no competition for positions of 
confidence. 

¢ Autonomy—tThe judiciary branch will enjoy admin- 
istrative and financial autonomy. At present, it is 
subsidiary to the executive branch. 

¢ Labor Courts—The Higher Labor Court will be the 
highest instance, and there will also be regional labor 
courts in each state and in the Federal District, as well 
as conciliation and judgment cc uncils. 

¢ TST—The membership of the Higher Labor Court 
will be increased from 17 to 27 judges, but represen- 
tation of the business sector will be retained. There 
will be 17 professional and lifelong judges, and 10 
temporary judges representing the business sector. 
These 10 will include five representatives of the 
workers and five others representing the employers. 

« Recourse to the TST—This is possible in all cases. 
The limitations set forth in the first-round text have 
been eliminated. 

¢ Composition of the Regional Labor Couris—The 
members will be appointed by the president of the 
Republic, two thirds of them for life, while one third 
will be temporary judges representing the busiriess 
sector. 

¢ Composition of the Councils—The president will be a 
labor judge, assisted by two temporary judges repre- 
senting the workers and the employers. The judges 
representing the business sector will be appointed by 
the president of the regional labor court in the state. 


Elimination of Evocation 


The Constituent Assembly eliminated evocation yester- 
day. This is the authority of the court to suspend the legal 
processes in a court judgment at the request of the 
attorney general of the Republic. The present constitu- 
tion provides for this authority, and it was included in 
the text approved on the first round. In yesterday’s 
voting, the delegates to the Constituent Assembly, by a 
vote of 350 in favor and three against, with three 
abstentions, approved the amendments proposed by 
Deputies Plinio de Arruda Sampaio (PR, Sao Paulo), 
Jose Elias Murad (PTB, Minas Gerais) and Oscar Correa 
(PFL, Minas Gerais), and eliminated letter G of para- 
graph I in Article 111! from the new constitution. This 
article defines the jurisdiction of the Higher Court of 
Justice. 


This change in the constitution will prevent the recur- 
rence of such inciderts as the recent upholding by the 
Federal Supreme Court of the decision handed down by 
the Higher Labor Court to allow access for state govern- 
ment employees to the URP. 


In a vote lacking the agreement of the leadership, the 
Constituent Assembly retained the retirement privilege 
for judges at full pension in any of the circumstances in 
which it may be requested—at the age of 70, due to 
disability, or after 30 years of service with 5 years of 
actual service as a judge. The amendment sponsored by 
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Constituent Assembly delegates Luiz Roberto Ponte 
(PMDB, Rio Grande do Sul) and Aluizio Campos 
(PMDB, Paraiba), proposing that judges be subject to the 
same criteria as tiiose established for the retirement of 
government employees—pensions proportional to the 30 
years of service, when requested—were rejected, having 
failed to receive the minimum number of 280 votes. 
There were only 188 votes in favor, the same number 
against, and 10 abstentions. During the debate, relator 
Bernardo Cabral urged the retention of the privilege 
approved on the first round, recalling that judges “work 
Saturdays, Sundays and holidays.” 


The Constituent Assembly also retained the provision 
approved on the first round which grants the courts the 
prerogative of accepting government employees without 
public competition to fill posts of confidence. The reten- 
tion of the provision, like the retirement provision for 
judges, resulted from the failure of the amendment 
designed to eliminate it to win the minimum number of 
votes required for approval. The amendment proposed 
by Deputy Acival Gomes (PMDB, Sergipe), urging elim- 
ination of the exceptional provision which would require 
public competition for all government employees, 
received 215 votes in favor. However, 173 delegates 
voted against it, based on the argument that the right to 
appoint individuals to posts of confidence “maintains 
the confidentiality of the courts and the security of the 
judicial system.” 


The Constituent Assembly also approved, by 282 votes 
in favor and 114 against, with five abstentions, the 
retention of all of the opportunities provided by the 
constitution in effect for recourse to the Higher Labor 
Court. It approved amendments to correct the technical 
contradictions included in the draft approved on the first 
round in the definition of the jurisdictions of the Federal 
Supreme Court and the Higher Court of Justice. It 
included the authority to try and judge members of the 
councils of the municipal accounting courts in the juris- 
diction of the STJ. This amendment was approved by a 
vote of 370 in favor and none against. 


More Accessible Justice 


Deputy Plinio de Arruda Sampaio believes that “‘if all of 
the citizens whose rights have been violated were to seek 
some form of court redress today, justice would not be 
obtained until around the year 2500.” He himself admits 
that this prediction might be somewhat exaggerated, but 
this was the method he chose to demonstrate the extent 
to which Brazilian justice is inaccessible to the average 
citizen, while at the same time this picture could be 
“reversed in revolutionary fashion,” based on the deci- 
sion of the Constituent Assembly to order the establish- 
ment of the small claims courts. 


According to Article 103 of the new constitutional text, 
which 1s to be approved today, the federal union (in the 
Federal District and the territories) and the states (in the 
municipalities) will be required to establish special 
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courts, with professional and lay judges presiding, which 
can arbitrate, preferably by means of conciliation, dis- 
putes which the current court structure of the country 
has no capacity to try and judge. The cases which could 
be submitted to the special courts include disputes 
between neighbors, civil marriages, minor traffic acci- 
dents and family disputes. 


“The country is suffering today from a tremendously 
high level of repressed litigation,” Plinio de Arruda 
Sampaio said, speaking of the citizens who, although 
they feel that their rights have been violated, do not turn 
to the courts for redress because they lack confidence in 
their effectiveness. “In Sao Paulo, where there are 10 
murders per day at present, it takes an average of 12 
years to get a judgment against this crime,” he said by 
way of example. “What can be expected of the courts in 
a case involving a quarrel between neighbors?” 


According to the deputy’s original proposal, professional 
judges would be paid by the federal union. The unpaid 
lay judges would be elected for terms of 4 years from 
among the representatives of the communities where 
they would serve. The electoral mechanisms would be 
defined by ordinary law after the promulgation of the 
new constitution. 


$157 


BNDES Seeks To Privatize, Attract Foreign 
Capital, Export 


Abandonment of Economic Nationalism 
33420113 Sao Paulo EXAME in Portuguese 
15 Jun 88 pp 18-25 


[Article By Celia Chaim: ‘““BNDES Breaks Its Ties With 
Nationalization”; boxed material as indicated] 


[Text] Something very strange is occurring on the 22 
floors of the smoked-glass tower at 100 Avenida Repu- 
blica do Chile in downtown Rio de Janeiro—one of the 
vertices of the so-called “Bermuda Triangle” of the 
Brazilian state enterprises, the other two angles of which 
are formed by the home offices of Petrobras and the 
defunct BNH [National Housing Bank]. Its occupants 
are still the same as | or 2 years ago—persons who until 
that time had been regarded by Brazilian businessmen as 
agents of nationalization and looked upon with suspi- 
cion by foreign countries because of their nationalist 
profession of faith. Bearing the unflattering nickname of 
“bearded manikins,” they were the central figures in the 
early 1980’s (even though not present) at countless 
meetings of the Sao Paulo State Federation of Industries 
(FIESP), where criticism of the most varied (but always 
caustic) shades of indignation was concocted. Curiously 
enough, these same “bearded manikins” of yesteryear 
are today an object of admiration. Who changed? 
“Nobody,” insists Marcio Fortes, president of the 
National Economiz and Socialist Development Bank 
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(BNDES), who is the boss at 100 Avenida Republica do 
Chile. “It is the country that has changed,” he says, “‘and 
we are keeping up with the changes.” 


The fact is that even the technical experts of this, the 
second largest development bank in the world (exceeded 
in volume of credit only by the World Bank)}—who 
supply the only form of long-term financing in existence 
in Brazil, and are responsible for the allocation of a 
budget which this year borders on 400 million OTN (the 
equivalent of 534.8 billion cruzados)}—have changed. 
Any change within BNDES is no small matter. In a 
country where no bank dares to grant loans for more 
than 60 to 90 days, loans at this agency—which was 
founded in 1952 during the second administration of 
Getulio Vargas—can be for terms as long as 12 years. 
Above all, the cost of this money is the lowest on the 
market: a maximum of 12 percent per annum, plus full 
adjustment for inflation. It is, moreover, the last resort 
for Brazilian industrialists who are faced with a serious 
threat of insolvency. BNDES has already saved many 
“big shots” from disaster, and from its coffers came the 
vitamin that restored the health of groups that had 
previously been languishing on the economic scene— 
groups such as Bardella, Cobrasma, and virtually the 
entire capital-goods, petrochemical, cellulose and auto- 
parts industries. 


““-BNDES is the engine of national development,” Fortes 
says. At the center of this “power plant” the State always 
occupied the most prominent position. The orientation 
as to what should be done came from the top; the bank 
extended an invitation to the interested parties; and the 
money was easily forthcoming. in the 1970's, for exam- 
ple, a ludicrous figure of as much as 20 percent of the 
monetary adjustment was charged, whatever that might 
be. These benefits had only one primary aim: to expand 
Brazilian enterprises vis-a-vis foreign capital and link 
them umbilically to governmental control. This is no 
longer the philosophy: The BNDES technicians have put 
aside their talk—and their posture—of nationalism and 
state ownership and are now talking in unison in terms of 
competitive integration into the world economy. 
Whereas this concept terrified the technical staff of the 
bank in the not-too-distant past, it is today permeating 
the 22 stories of the institution’s headquarters as if it 
were part of the electric current flowing through the 
building. 


On the 11th floor, immersed in the most ambitious 
project of his career as an engineer, entrepreneur and 
politician, 43-year-old BNDES President Marcio 
Fortes—heir to the largest construction company in Rio 
de Janeiro, the Joao Fortes Company—goes directly to 
the crucial point of this about-face, which breaks with 
the legendary model that calls for replacing imports, 
prods private industry to enter the arena of international 
competition, opens the way for foreign capital, and 
revises the functions of the state. “‘We have progressed 
beyond the stage of an incipient industrial establish- 
ment, thanks to the previous process of development,” 
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he says. “Why, therefore, should the bank continue to 
talk in terms of replacing imports, if there are no longer 
any imports to replace? What I want to see is Brazilian 
industry competing abroad.” 


Without Obstacles 


There is nothing in these words that squares with much 
of what is being legislated for the future Constitution— 
a document filled with restrictions on foreign capital, on 
the free market, and on the free flow of technology. In 
the view of most of the members of the Constituent 
Assembly, which is made up of persons of conservative 
orientation, Brazilian industry needs protection and it is 
up to the State to fulfill this role. Inside BNDES—which 
is dominated by civil servants who until a few years ago 
viewed the free market with skepticism—times have 
changed, and Brazilian indus‘ ry has attained adulthood. 
“We need to do away with controls and make our 
investment policy more liberal,” declares economist 
Julio Olimpio Fusaro Mourao, 42, a sort of ideologue at 
BNDES, where he has worked for 22 years and is today 
the Planning Area superintendent. During the height of 
the political repression, Mourao was even arrested 
because of his ideas. Today, however, he and his pro- 
gram have free access to the offices of the great entre- 
preneurs and to those of the cabinet ministers of the 
economic area: Joao Batista de Abreu of the Ministry of 
Planning (to whom BNDES is functionally linked) and 
Mailson da Nobrega of the Ministry of Finance. 


“The nation’s business establishment has grown in scale, 
perfected its organization, and expanded its technologi- 
cal competence,” Mourao declares. “This is time, there- 
fore, for it to go forward without the handicap of 
excessive regulation—to go forward into territory where 
the competition is equalized at the top and the criterion 
of efficiency is crucial.’’ Coincidentally, the most impor- 
tant economic proposal produced by President Jose 
Sarney’s administration (and announced in late May) 
makes this affirmation the basis for a series of measures 
intended to promote the modernization of Brazilian 
industry and to stimulate competitiveness. 


What is not clear in this proposal, however, are the areas 
that the government would be interested in stimulating 
by means of this new posture. For BNDES, on the other 
hand, everything is already very clear. The bank has 
drafted its second strategic plan—for the 3-year period 
1988-1990—in which it sets forth objectively and fully 
its thinking with regard to the economy during the 
coming years. This policy of action—which projects step 
by step BNDES’ vision of the probable evolution of the 
Brazilian economy in the coming years—is as precise as 
it is revolutionary vis-a-vis the institution’s past (see box 
on p 24). Here are its general outlines: 


1. Brazilian industry will probably enter a cycle of great 
competitiveness and little regulation while turning 
definitively toward foreign markets—something that 
will, on the other hand, require attainment of an inter- 
national level of efficiency in respect to technology, 
among others. 
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. Agriculture will probably follow the same course, with 
the technological question gaining priority and mod- 
ernization determining its survival. 


3. Foreign capital will probably cease to be the villain of 
the process, and the formation of joint ventures will 
probably begin to be encouraged. 


. The State—leader of the previous process of industri- 
alization, during the stage of protectionism and the 
replacement of imports—will probably be restruc- 
tured with a view to enabling it to promote efficiency 
and the integration of Brazil into the world economy. 
As for privatization, it will probably take place at an 
accelerated rate. 


Although it frightens economists of various tendencies— 
who reject it out of hand on grounds that it is too 
optimistic—BNDES’ strategic plan is viewed by the 
technicians who drafted it as a step forward with respect 
to the bank’s prodevelopment position. They believe it 
also represents a step forward for Brazilian capitalism, 
that it represents progress, and that it unquestionably 
represents a radical change in the ideology and strategy 
that had been governing the bank’s conduct. “Brazilian 
industry cannot remain condemned to the vegetative 
growth of a domestic market that is characterized by low 
wages and income maldistribution,” argues Mourao, the 
principal coordinator of the new version of the strategic 
plan. The policy of economic growth through the 
replacement of imports, he says, has exhausted its poten- 
tial after more than 3 decades of existence. 


“The Cycle Has Come to an End” 


It is not that BNDES has renounced its past. The 
previous orientation, it must be acknowledged, was 
crowned with success. It brought about the formation of 
a strong national entrepreneurial establishment, state 
enterprises in strategic sectors, and a well rounded 
industrial structure with a technological level approxi- 
mating that of the most highly developed economies. 
“It’s just that the cycle actually came to an end in the 
early 1980’s, when the reality of the crisis posed a 
challenge—the challenge to consider new paths to devel- 
opment,” the BNDES superintendent of planning adds. 
The bank’s new strategic plan does not, in fact, follow the 
trend toward economic “neoliberalism,” which holds 
that our problems stem from government intervention 
and economic nationalism and that the solution is to 
leave the economy to the discretion of the forces of the 
marketplace. But neither does it make a compact with 
the more Leftish currents of thought, which have been 
proposing a continuation of the previous strategy and 
even its intensification, thereby situating the Brazilian 
economy within the boundaries of its own domestic 
market. 


Its interpretation of the situation is based fundamentally 
on the conviction that a more rapid growth of the 
domestic market—that is to say, an increase in the 
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national wealth—will require that industry invest with 
an eye to the world markets. The most important results 
of this process, BNDES believes, will be a reduction of 
costs and the expansion of the mass consumption mar- 
ket. The new strategy requires a new national attitude 
and a new culture quite different from the one that has 
been on display in the constituent assembly. This point 
of view—which is already mobilizing support in sectors 
that used to be decidedly to the Left, such as the group 
that chose to call itself the “‘Unicamp economists”—has 
two very well defined guiding principles: one, do not 
reject the rules of the game of international trade; and 
two, do not view foreign capital as a potential enemy of 
the industrialization of Brazil. 


On the question of nationalization, the technicians and 
managers of BNDES are encountering a curious unanim- 
ity which brings together persons of such different back- 
grounds as Minister of Finance Mailson da Nobrega and 
economist Maria da Conceicao Tavares; for this cycle 
too has run its course. It is not that these personages 
believe that the State should absent itself entirely from 
the economic scene, as advocated by classic economic 
liberalism, whose most brilliant representative is by 
coincidence one of the founders of BNDES and its fifth 
president: Senator Roberto Campos, an advocate of the 
theory according to which the “invisible hand” of the 
marketplace should make the decision as to what, where, 
how, and when to produce. BNDES believes that the 
restructured State would enter the picture only at the 
right moment and to the right extent. 


“The world market would function as a kind of lever: as 
an accelerator for the growth of the domestic market,” 
says engineer Luiz Paulo Velloso, 31 years of age and 10 
years with the bank, who heads the planning department. 
Under this arrangement, industries must prepare them- 
selves primarily to export with costs that are competi- 
tive. It is on this basis that the bank’s strategic plan calls 
for the development (or consolidation, in the case of the 
more advanced industries) of a modern industrial estab- 
lishment that is able to invest in technological research 
and development, reduce costs, and take its place— 
without a foreign accent—alongside the great interna- 
tional industries. Between the lines a scenario is taking 
shape whereby capital will be concentrated in certain 
sectors, and precisely in those—such as computer tech- 
nology—which are characterized by a very great frag- 
mentation of enterprises and which individually require 
generous investments in innovation. 


According to BNDES’ diagnosis and point of view, the 
nation is probably about to witness an epidemic of 
mergers and takeovers, just as has been taking place in 
Europe and the United States for several years now. The 
disappearance of small and medium-sized enterprises is 
probably also in the cards, although BNDES insists that 
this will not happen. ‘‘These enterprises are gong to play 
a new role,” says engineer Nildemar Secches, 39 years of 
age (16 of them in BNDES), who is currently vice 
president of BNDESPar, the bank’s department for stock 
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participation operations and privatizations (see report 
on p 26). “This model,” he adds, “encourages the 
formation of large groups but does not lose sight of the 
role that small and medium-sized enterprises play in 
democratic systems.”’ Such enterprises would gain in 
importance and market share in view of the trend that 
clearly favors specialization, and would come to play the 
role of specialized suppliers of specific products to the 
large enterprises. 


Self-Criticism 


Few doubt that a certain mortality rate for the world of 
business is inherent in the bank’s new ideas. There is also 
a strong dose of governmental control, in the measure 
that the bank refuses to abandon its established practice 
of influencing the course of industrialization. Under the 
current strategic plan, it is not sufficient for an enterprise 
to want long-term financing from the bank and to have 
its books in order. If the purpose of the loan is not in 
accordance with the priorities established by BNDES, 
nothing can make the bank’s bureaucracy diverge from 
its policy (see box on p 20). Projects involving produc- 
tion on a small scale and high costs and whose survival 
necessitates excessive governmental protection are now 
beginning to be classified in the risk group. According to 
Marcio Fortes, BNDES is not likely to open its coffers to 
an enterprise with such a profile. ‘““Nobody’s going to 
wave a magic wand,”” Secches says. “The apprenticeship 
Stage is already over. What we care about today is that 
our enterprises produce more cheaply and better. This is 
not advocacy of big business; it is advocacy of produc- 
tive enterprise on a scale adequate to its product.” 


BNDES reached this conclusion after wading through 
tens of studies. The most remarkable of these studies was 
approved at the board of directors’ meeting on | June; in 
more than 200 pages it analyzed the presence of foreign 
capital in Brazilian industry. The principal conclusion 
reached by BNDES contains aspects of self-criticism, 
namely that foreign capital has not played the negative 
role it was thought to have played. ‘On the contrary,” 
says Julio Mourao, “‘it has requested the leverage of a 
world market, to the extent that a significant and grow- 
ing segment of world trade is today transacted among 
associated enterprises. On the other hand,” he adds, 
“our own technological contribution has been signifi- 
cant, although it frequently did not become a nucleus for 
the generation of technology.” The ultimate conclusion 
reached by the study: “‘The process of competitive inte- 
gration is, by its very nature, a two-track process.” 
Foreign capital begins to serve as a basic strategy, but on 
the condition—as the study points out—that Brazilian 
capital is supported and strengthened so that it can take 
advantage of the opportunity to associate and modernize 
without becoming dependent on foreigners. 


Conclusions of this nature succeeded in provoking 
intense moments of discomfort and resistance among the 
bank’s most orthodox nationalists, who were ultimately 
defeated. “*Brazil will never again be a‘banana republic’; 
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there is nothing to fear,’ enthuses Marcos Vianna, who 
was president of BNDES for 9 years during the Medici 
and Geisel administrations and today is vice president of 
the Verolme shipyards. “‘We must stimulate industry to 
compete,” he says. Roberto Campos is viewing with 
pleasure the withering of the ideas of his former col- 
leagues, but he does not miss the opportunity to exercise 
his flair for sarcasm. According to the senator, Brazil 
runs the serious risk of stagnating, with an industrial 
establishment that is antiquated and in no condition to 
complete with the rest of the world. This is also the 
thinking of Deputy Delfim Netto, former cabinet minis- 
ter in the Costa e Silva, Medici and Figueiredo Admin- 
istration. When Delfim headed SEPLAN [Secretariat of 
Planning] in the previous administration, he tried to get 
the BNDES bureaucracy to take the course which it has 
now decided to follow without being required to do so by 
the office of the president of Brazil. In Delfim’s view, 
BNDES is “‘merely” adapting to a higher strategy on the 
part of the government. “The bank has adjusted to each 
new situation in the economy, and there is no reason to 
do otherwise now,” he says. 


According to economist Andre Franco Montoro Filho, 
former vice president of BNDES and one of its most 
important executives of recent years, in decreeing the 
need of an almost notarial system of protection for 
domestic industry and boldly taking on international 
competition the bank is merely “visualizing today the 
Brazil of tomorrow, based on what it has observed 
throughout the past 38 years,” a period during which the 
nation took a truly Olympian leap forward. With a 
population of 52 million in 1950, for example, the nation 
had a GDP of $31.5 billion and per capita income of 
$625. In 1986 the 138.5 million Brazilians produced a 
GDP of $262.3 billion—eighth largest in the Western 
world—and raised per capita income to $1,894. 


“An Optimistic Dreamer” 


With comparisons of this kind in his head, and given the 
scenario of competitive integration that BNDES has 
developed for the Brazil of the year 2000, Marcio Fortes 
does not agree that he should be called an “optimist” 
when he foresees the imminence of a new leap forward in 
the economy and in social development. “If anyone in 
1950—2 years before the bank was founded—had fore- 
seen what the Brazil of 1987 would be, he too would have 
been called an optimist or even a dreamer,” Fortes 
argues. At a moment in history that combines a solid 
domestic policy with an international scenario of stabil- 
ity, Fortes harbors no doubt that Brazil has everything it 
needs to arrive at the year 2000 with a GDP of approx- 
imately $700 billion at 1986 prices, and a per capita 
income of almost $4,000—a figure close to that of Spain 
today. 


In the competitive-integration scenario, exports would 
increase significantly—by approximately 13 percent in 
1988, and equal to the rate of growth of the GDP 
between 1989 and the year 2000, which would represent 
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an average increase of 7.2 percent per year. At first 
glance this figure seems high, especially when compared 
to the 4 percent annual growth forecast for world trade. 
But Marcio Fortes is sitting tight. Between 1970 and 
1980, he says, Brazilian exports grew—sti!l in real 
terms—by an average of 13 percent. It is also expected 
that the contribution of exports to the GDP—a contri- 
bution estimated at 9 percent for the current—will 
remain unchanged. In this scenario the coefficient of 
imports would rise slightly, going from 5.4 percent of the 
GDP to 5.8 percent. 


As a result, Brazil’s trade balance will probably again 
show a surplus of around $12 billion in the years from 
1988 to 1990, and increasing surpluses in the years from 
1990 to 2000. In this scenario, it will be possible during 
the coming decade to solve the foreign debt problem and 
Carry out a policy on imports that is adequate to the 
domestic objectives. ““Are we aiming too high?” Marcio 
Fortes asks. “‘Not at all,” he himself replies. “The 
competitive-integration scenario was designed for a 
country that is already one of the world’s major produc- 
ers and exporters and that in 1985 generated the third 
largest trade surplus, right behind Germany and Japan.” 


“A Failed Model” 


These are ambitious goals, but there is probably still time 
to achieve them provided the nation does not waste time 
with what economist Andre Franco Montoro Filho calls 
a “crisis of adaptation.” Montoro Filho knows whereof 
he speaks. He has spent the past 3 years and 2 months at 
the BNDES building, including service as acting presi- 
dent between the departure of Dilson Funaro and the 
arrival of Marcio Fortes. One month ago, because he 
disagreed with the idea of a 5-year term for President 
Jose Sarney, he exchanged the spacious Room No 1028 
on the 10th floor of the BNDES headquarters (the office 
of the vice president) for another (and much smaller) 
room—Room No. 66 at the School of Economics and 
Management of the University of Sao Paulo. 


In the distribution of jobs that involved BNDES at the 
beginning of this administration, “Andrezinho”—the 
name by which he is best known—represented the 
PMDB of Sao Paulo. In a 12-member board of directors, 
only one member is a career employee of the bank. In the 
case of BNDES, the only precaution taken was to avoid 
making it too difficult—in the process of persons (the 
great majority of whom got their jobs by competitive 
examination) and is larger even than the Bank of Brazil. 


Montoro Filho integrated himself easily into the bureau- 
cracy of the bank and—as in Fortes’ case—was ulti- 
mately influenced by it. “Although the failed economic 
model of replacing imports had served as a rallying cry 
for administrations as different as those that governed 
the nation during the past 50 years, it is no longer 
productive,” he says, repeating the rationale offered by 
his former colleagues. He analyzes the trade balance and 
emphasized that industrial imports represent less than 3 
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percent of the GDP. “Brazil is almost self-sufficient and 
is in a position to take a new economic leap forward,” 
Montoro Filho believes. BNDES’ about-face is in fact 
the first—and only—effective step taken by a sector of 
the government toward what might be called “pro- 
gressive capitalism”: a model based on the prosperity of 
private enterprise and simultaneously on that of society 
as a whole. The president of BNDES does not lack the 
will to spread the concept of competitive integration 
among other sectors of the government. Although he had 
played no role in originating the concept (the strategic 
plan, and the idea of internationalization, had been 
conceived 4 years ago among the bank’s own bureau- 
cracy), Marcio Fortes took upon himself the task of 
advocating the concept without reservations and became 
one of its principal promoters. 


In a skillful way, the BNDES president has also been able 
to impart a practical meaning to the “theoretical 
daydreams” of the bank’s staff. This is how it is possible 
to explain an association such as that between economist 
Mourao and the former governor of Rio grande do Sul, 
Amaral Souza, or ‘“‘Amaralzinho,” as he was known 
when he lived at Pirantini Palace in Porto Alegre. With 
his suit pockets filled with telephone numbers (an uncon- 
trollable obsession of his) and several copies of the 
strategic plan close at hand, Marcio Fortes takes pride in 
the fact that he presides over the second largest develop- 
ment bank in the world. The projects that reach his desk 
are indeed prodigious. One that has just been approved, 
for example, represents the largest loan that the bank has 
granted this far: $1 billion to expand Aracruz Cellulose. 


“High Rank” 


Marcio Fortes’ telephone does not stop ringing, either in 
his spacious room at the bank or at his home in the 
middle-class district of Tijuca, and there have even been 
businessmen who reached him in his private plane, a 
Seneca bimotor. The callers are businessmen, politi- 
cians, and cabinet ministers who are almost always 
interested in giving impetus to this or that project so that 
it can be added to the list. The headquarters building of 
BNDES is certainly one of the points of greatest concen- 
tration of high-ranking lobbyists. Even the minister of 
the Army, Gen Leonidas Pires Goncalves, has already 
tracked down Fortes to see if he would expediie financ- 
ing for the Engesa war materials industry. The bank’s 
bureaucracy did not want to approve the request, but in 
the end the money was not forthcoming because the 
company did not fulfill the required conditions on time. 
Marcio Fortes does not like to discuss this matter, but 
becomes angry whenever someone insinuates that the 
office of the president of Brazil interceded to obtain 
approval of a loan for Sharp, owned by the businessman 
Matias Machline, a personal friend of President Jose 
Sarney. The bank, in fact, has already increased its 
earnings because of this operation; indeed, its only losses 
have come from transaction involving its public-sector 
clientele. 
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“A Return to Slavery” 


Not everything, however, is optimism at the nation’s 
largest industrial investment bank. There is also an 
alternative scenario that contrasts with the optimistic 
one, but the bank’s theoreticians believe it would come 
to pass only if the huge trade deficits in the United States 
cause the world’s largest economy to close its borders, 
with consequences for Brazil that according to this 
scenario would be catastrophic. With declining employ- 
ment and rising social demands, prodevelopment and 
promodernization political currents would achieve pre- 
dominance. 


That would be a veritable nightmare even for the most 
pessimistic. Imagine, then, what it would be for a 
BNDES that is infected from top to bottom by the 
concept of a new economic leap forward that would be as 
significant as the one that in exactly 15 years trans- 
formed the nation from a buyer of capital goods to an 
exporter of capital goods. 


The list of “leaps forward” made possible by BNDES 
during these 36 years is endless: It ranges from the 
construction of the State steel plants to the creation of 
entire industrial sectors such as petrochemicals and 
capital goods. This is precisely why the change in its 
development strategy is attracting attention, provoking 
polemics and demanding explanations. The policy of 
competitive integration has implications for all areas of 
Brazilian life. It has distanced itself from defensive 
nationalism, and has chosen technology as one of the 
keys to competitiveness—but not competitiveness made 
possible by the low cost of labor in Brazil. “‘Anyone who 
thinks that way will not be competitive, even if you bring 
back slavery,” is the derisive comment of engineer Luiz 
Paulo Velloso of BNDES’ Planning Area. 


Under its new policy the bank will continue to support 
virtually all sectors, but the emphasis has become radi- 
cally different: Its increasingly large disbursements will 
be directed toward those enternvrises that view their 
market as not just inside the nation’s borders but wher- 
ever there is a demand for what is produced here. These 
enterprises will have to pay heed to the guidelines for 
exports and be convinced that it is better to export 
pellets than ore, that it is better to export semifinished 
steel products than pellets, and so on up the scale that 
leads to the conclusion that it is even good to export 
luxury automobiles. 


[Box, pp 20-21] 


Who’s Who 


BNDES’ table of organization is based on a sort of 
modified presidential system. All decisions relating to 
requests for financing require not only the approval of 
the president but of the entire board of directors. Every 
request for financing or credit follows a different course, 
depending on the industrial or agricultural sector to 
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which the requestor’s firm belongs. BNDES has 10 
directorates, 6 of which are directly connected with the 
granting of credit, an area that is subdivided into the 
so-called Project Areas I, II, III, 1V, and V, respectively, 
as well as the Planning Area, in which the Department of 
Priorities functions as a sort of initial filter for the 
requests. Following is a profile of the key personages 
involved in processing the requests within BNDES: 


e The gateway for those seeking financing or credit 
from BNDES is located 14 stories about the reception 
room on the Avenida Republica do Chile. It is the 
Department of Priorities, known internally as 
““Depri” and headed by Jose Mauro Carneiro Cunha. 
Depri is one of the five departments of the Director- 
ate of Planning, headed by economist Romulo 
Almeida, a historical figure in connection with the 
founding of Petrobras who is today working for 
BNDES at the recommendation of Bahia Governor 
Waldir Pires and his party, the PMDB [Brazilian 
Democratic Movement Party]. Romulo is the direc- 
tor, but the most important personage in his area is 
economist Julio Olimpio Fusaro Mourao, superinten- 
dent of planning and coordinator of the bank’s stra- 
tegic plan of action. Any request for credit will reach 
one of the five project areas of the bank—and the 
multi departmental priorities committee—only if it 
received a certificate of recommendation from Depri. 
The granting of credit will require—once the initial 
Stages are completed—the approval of the entire 
board of directors of the bank. 

e Projects in the chemical, metallurgical, mining and 
capital-goods industries belong to Project Area I, 
headed by Romulo Almeida. 

e Projects relating to energy, the infrastructure and 
shipbuilding are routed to Project Area II, headed by 
Augusto Amaral Souza, 55, former governor of Rio 
Grande do Sul, who was appointed to BNDES on the 
recommendation of the PFL [Liberal Front Party] of 
Rio Grande do Sul. 

e Jairo Isaac, 55, a lawyer from Minas Gerais, is in 
charge of the Departments of Project Area III, which 
deal with regional development and operations con- 
ducted through agents. The microbusiness, small 
businesses and medium-sized businesses are the ben- 
eficiaries of this program, which is carried out by 
means of follow-up transfers of funds to the regional 
development banks. Isaac was recommended for 
appointment by Governor Newton Cardoso. 

e The social operations and regional and agricultural 
development projects are attended to by Carlos Lessa, 
51, one of the most prestigious followers of the 
economist Maria da Conceicao Tavares. His director- 
ate bears the logo AP/IV. 

¢ Engineer Nildemar Secches, 39, is the director of 
Project Area V; he is in charge of the capital-market 
department and is vice president of BNDESPar, the 
branch of the system that supports Brazilian private 
enterprise by under writing issues of stock. 

¢ The financing and marketing of machinery and 
equipment manufactured by Brazilian companies are 


BRAZIL 


the province of FINAME [Fund for Financing 
Machinery and equipment], which is the special 
agency for industrial financing and is one of BNDES’ 
most important divisions. Its offices are on two floors 
of the bank’s headquarters, and its executive director 
is Irina da Silveira. Darlan Jose Dorea Santos is its 
director of operations. 


e In his capacity as BNDES’ president, engineer and 


businessman Marcio Fortes presides over the meet- 
ings of the board of directors that are held every 
Thursday and that render the final decision on the 
projects. Since he became president in January 1987, 
Fortes has maintained the tradition of decisions by; 
unanimity. He also presides over the administrative 
directorate and is president of BNDESPar. 


[Box, pp 24-25] 


From Vargas to Geisel 


The trajectory followed by BNDES from its creation in 
1952 to the present reflects important stages in the 
history of Brazil’s economic development. Behind each 
one of these stages was the hand of the federal govern- 
ment, pointing out the paths that the bank should follow. 
Three heads of government in particular characterized 
this trajectory: Getulio Vargas propagated public-owner- 
ship nationalism; Juscelino Kubitschek gave it a prode- 
velopment coloration; and Ernesto Geisel resolutely 
reinforced the decision in favor of the model that calls 
for replacing imports. 


BNDES was born in a nationalist and public-ownership 
“cradle.”” Getulio Vargas was in his second presidential 
term and made economic re-equipment the bank’s pri- 
mary function. During the first 3 years, therefore, the 
applications received by the bank were almost entirely 
destined for improvement of the infrastructure, with 
investments in the railway and electrification sectors 
predominating. This stage saw the creation of the Cen- 
tral Power Station of Brazil, and also of two important 
federal government holdings: the Federal Railway Net- 
work and the Electric Power Plants of Brazil, both of 
which were the beneficiaries of financing from the bank. 
Between 1953 and 1955 approximately 54 percent of the 
disbursements of the recently created institution were 
directed toward the railway sector, while electric power 
accounted for 22 percent. The principal source of funds 
at that time was a compulsory loan floated by the 
government and repaid through the payment of a surtax 
on the income tax. 


Juscelino Kubitschek took office in January 1956 and 
did not delay giving a prodevelopment coloration to 
BNDES. The priority status which until then had been 
granted to the railroad sector came to an end. The very 
course taken by Brazilian industrialization—based on 
the automobile industry and consequently on highway 
transport—resulted in shifting the focus of investments. 
Increased importance was placed on the sector of electric 
power, the scarcity of which during the 1950’s had the 
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effect of restraining production. This was also the stage 
during which priority was assigned to the steel sector, in 
view of the insufficiency of domestic steel production. 
Between 1958 and 1967, BNDES sought to intensify the 
process of industrialization by setting aside approxi- 
mately 50 percent of its resources for steel-making, 
without which the dreams nourished by President 
Kubitschek would not become reality. 


When Ernesto Geisel took office as president of Brazil in 
1974, the nation was facing a new challenge: to elimi- 
nate, in its process of industrialization, a vulnerable 
point represented by the insufficient production of basic 
producer goods and equipment—items which, because 
of the oil crisis, had an enormous impact on the balance 
of payments. BNDES began to assign absolute priority to 
these two sectors, in accordance with the guidelines 
established by the second National Development Plan. It 
was the second vigorous boost that the bank had given 
Brazilian industry. Geisel—and taking its cue from him, 
BNDES—wanted to reserve a major role to domestic 
industry, particularly in the petrochemical, shipbuilding, 
electric-electronic and (of course) capital-goods sectors. 
The bank followed their lead. 


BNDES Auctions Off Its Enterprises 
33420113 Sao Paulo EXAME in Portuguese 
15 Jun 88 pp 26-27 


[Article: “The Herald of Privatization: BNDES Wants to 
Sell All Its Enterprises’’] 


[Text] The most obvious proof that BNDES is changing 
can be obtained from an outburst by its president, 
Marcio Fortes. “In recent months,” he complains, “I’ve 
gotten tired of explaining that no one should miscon- 
strue the bank as an agency for privatization.” This 
confusion, strangely enough, is reinforced by the bank’s 
own actions. Displaying an impressive ability to imple- 
ment a proposal that the government of which it is apart 
is laboriously attempting to put into practice, the bank 
was successful in achieving its goal of six privatization 
transactions between July of last year and May of this 
year. 


At a rate that is surprisingly accelerated on the part of an 
institution which in the past had based its policies on 
nationalization, the BNDES staff was not content with 
this “record”: It has scheduled its next auction for 
August. Just as all the previous ones, it will be held at the 
Rio de Janeiro Stock Exchange; the bank intends to 
transfer to private enterprise control over Caraiba Met- 
als, a company that was founded in 1969 by the Pignatari 
group and that today has 67 percent of its voting stock in 
the BNDES portfolio. Bahian entrepreneur Norberto 
Odebrecht, the Sao Paulo industrial firm Termomeca- 
nica, and a pool of metallurgical industries have already 
manifested their interest in the stock, which is valued at 
around $150 million. 
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BNDES found the way to achieve privatization, and it 
would appear that it has acquired a taste for the opera- 
tion. ““We’re going to privatize all our enterprises before 
the end of the year, because the bank’s function is not 
one of managing and controlling any kind of enterprise,” 
insists Nildemar Secches, vice president of BNDESPar, 
the division of the system that is charged with putting all 
these transactions together. A total of more than six 
enterprises will be transferred to private hands by the 
staff of the bank before the end of the year: Mafersa, 
Usimec, the Brazilian Copper Company, Cimetal Steel, 
the Bahia Cellulose Company and Cosinor. If Mafersa— 
the privatization of which has been announced from 
time to time ever since it was nationalized in 1964— 
comes under the control of private parties, there will no 
longer be any reason to doubt BNDES’ intentions. 


Profound Significance 


The bank’s management has prudently avoided initiat- 
ing any discussion of the comparative efficiency of the 
private and State sectors, although in practice it has 
already revealed its position. ““We must privatize those 
enterprises that are under the control of the public sector 
for circumstantial reasons,” the BNDES president says. 
From a more objective point of view, Secches points out 
that privatization is a functional tool for the present 
moment, when the available savings are to be found in 
the coffers of private enterprise. BNDES believes these 
privatizations have in fact a more profound significance, 
namely “getting back on the rails’: that is to say, 
returning to the bank’s original function of being a 
minority stockholder in enterprises without ever holding 
a controlling interest. ““We shall continue this policy of 
support for capitalization—support which currently 
involves 190 enterprises—but we cannot distort our 
objectives by taking over the management of enter- 
prises,” Secches says. 


The enterprises that BNDES controls today—which 2 
years ago were 16 in number—were founded as private 
firms and passed under state control as if they were hot 
potatoes. Marcio Fortes does not want to look back. He 
would rather celebrate the accomplishments of his ten- 
ure in office, as for example the experience his staff 
acquired in carrying out the privatizations—experience 
that motivated SIDERBRAS [Brazilian Steel Company] 
to ask it to act as its agent in connection with the plans 
for privatizing the state enterprises Usiba, Piratini Fine 
Steels, the Vitoria Iron and Steel Company and Usi- 
minas. 


Although in preparing the New America enterprise for 
privatization the BNDES staff suffered the tribulations 
inherent in its lack of experience in such matters, the 
enterprise was turned over to the entrepreneur Ivan 
Botelho of the Cataguases-Leopoldina group in a sani- 
tized financial and operational condition, and the staff 
has advertised for bids on Caraiba Metals with a feeling 
of having done its duty without experiencing major 
problems. The process, Secches explains, is always slow, 
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and although each transaction requires a different strat- 
egy, experience renders subsequent projects easier. 
Everything always begins with a thorough housecleaning. 
‘“‘We don’t want to sell problems,” Secches says. 


Sure Profits 


The Caraiba Metals transaction required 3 years of 
preparation and culminated in the decision to effect a 
legal separation of the two segments of the project— 
mining and metals. On the one hand there is the metals 
division, which is the object of privatization; and on the 
other the mining division, in which the economic and 
social conditions for transfer to the private sector do not 
exist, because of the foreseeable exhaustion of its mineral 
deposits within a short period of time (this division is the 
“poor relating” of the Caraiba family). Another adjust- 
ment that BNDES made in the project concerned the 
corporate bylaws of the enterprise: Because Caraiba is 
the only domestic producer of electrolytic copper—a raw 
material acquired by approximately 140 firms that vary 
greatly in size—BNDES tired to ensure that the small 
consumers of the metal would be supplied. It included in 
the by laws themselves a clause that provides for 20 
percent of the firm’s production to go to this segment of 
its clientele. 


It is also in this “housecleaning” stage that the bank’s 
staff is seeking to solve all the fiscal, labor and produc- 
tion problems. Only then will the staff begin to put the 
transaction together, and during this stage it will attempt 
to answer questions such as ‘““Who are the prospective 
buyers who are interested in potential?” and ‘“‘Who 
would be harmed by this venture, and who would 
benefit?” “It is a matter of smoothing out the rough 
spots,” Secches explains. BNDESPar always offers the 
possibility of making a down payment of 30 percent of 
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the total value of the acquisition, spreading the remain- 
ing 70 percent over a period of up to 10 years at an 
interest rate of 12 percent over the integral adjustment of 
the OTN. 


Not always does this financing plan prove to be attrac- 
tive, however: When in early May the Safra group bought 
at auction 26.2 percent of the voting stock of Aracruz 
Cellulose for 18.7 billion cruzados, it dispensed with the 
financing. The Votorantim group followed the same 
course when in April it obtained control of the Guata- 
para Cellulose and Paper Company (CELPAG) through 
a purchase of stock for 10.5 billion cruzados. 


BNDES almost always comes out of these transactions 
with a profit, a circumstance that still further reinforces 
the success of its performance as an agent of privatiza- 
tion. In the case of ‘ ‘ELPAG, for example, Votorantim 
paid 2,200 cruzados per block of | ,000 shares of stock, at 
a time when the minimum prices established by the bank 
was 1,156.95 cruzados. The final figures showed a profit 
of almost 1,005 cruzados over the minimum price. At 
the sale at auction of Sibra-Brazilian Electrosteel in April 
the results were even more surprising: The Sao Paulo 
Ferroalloy company paid 2,050 cruzados per share of 
common stock, thereby exceeding all expectations of the 
BNDESPar technicians themselves, who had established 
a minimum price of 500 cruzados per share. 


Such a profitable transaction could not escape the notice 
of entrepreneur Marcio Fortes, who recently sent the 
government an ingenious plan for liquidating Siderbras’ 
indebtedness to BNDES, which is estimated at no less 
that $3 billion. His idea: Siderbras would pay BNDES by 
turning over control of the capital stock of the State 
enterprise Usiminas; these shares would then be sold to 
the private sector. Fortes knows there is no lack of 
interested parties. 


10992/12232 
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Case Made for Change in Export Patterns 
32480085 San Salvador EL SALVADOR PROCESO 
in Spanish No 343 6 Jul 88 pp 9-10 


[Excerpt] The Salvadoran economy was originally char- 
acterized as an agricultural export economy, whose prin- 
ciple exports were three traditional products: coffee, 
cotton and sugar. With the exception of coffee, however, 
these products have ceased to be sources of foreign 
exchange for the country and, consequently, we cannot 
speak of a foreign sector that is a driving force, based 
solely on these. Thus, the little diversification involved 
in the agricultural export system presents a big challenge 
for the country’s future inasmuch as it requires the 
transformation of its export structure. 


In 1983 coffee represented 58.4 percent of the total value 
of our exports; it is expected to represent the same 
proportion in 1988. 


Despite the fact that we have seen coffee’s share of the 
total export value remain the same, we have seen the 
absolute value of coffee exports drop 25.1 percent 
between 1983 and 1988. So, what has happened is a drop 
in the total value of exports, which means that the 
percentage of the total has been maintained in the case of 
coffee. 


In the case of cotton, its share of the total export value 
has dropped from 7.3 percent in 1983 to 0.9 in 1988. So 
it too has suffered a 90 percent drop in export value 
between 1983 and 1988, which excludes any possibility 
of reanimating this product so that it may generate 
foreign exchange. The only possibility is producing it to 
satisfy the domestic market. 


The share of total export value represented by sugar has 
also diminished; while it represented 5.3 percent in 
1983, it represented only 2.4 percent in 1988, going from 
$40.1 million in exports in 1983 to only $13.7 million in 
1988, which represents a negative growth of 66 percent. 
What we have just explained leads us to state that the low 
level of activity exhibited by cotton and sugar is the 
reason why we have seen El Salvador’s total exports 
shrink. 


But where the roots of the problem really lie is in the 
domestic market for those products that have been 
replaced by other closely related products, which has 
kept us from continuing to export as much as was 
exported before. 
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On the other hand, the statistics indicate that shrimp 
accounts for an increasing percentage of the total value 
of exported goods. In 1983 shrimp represented 1.5 
percent, but it is expected to represent 4 percent in 1988. 
This product has shown an increase of 94 percent in 
export value between 1983 and 1988. 


Central American Common Market exports, which 
exclude coffee, cotton, sugar and shrimp, are showing 
signs of deterioration. We have seen their export value 
drop 27 percent between 1983 and 1988, despite the fact 
that their share of the total export value was the same for 
both years with fairly large declines registered in 1985, 
1986 and 1987. What is important here is the fact that, 
within the Central American Common Market, El Sal- 
vador has maintained its export volume and we may 
thus assert that the Central American countries continue 
to serve as a good market for El Salvador, which does not 
mean that we should concentrate all our efforts on that 
area. 


And lastly, there are our exports to the rest of the world, 
which may be listed as nontraditional exports, regarding 
which we note a sizable recovery between 1983 and 
1988, increasing from a level of $43 million to $75 
million, which represents an increase of 74 percent. To 
all appearances, the nontraditional products seem to 
have found a favorable market that can be explored since 
their share of the total export value is greater than that 
represented by cotton, sugar and shrimp. 


Following our exposition, we can certainly say that the 
foreign sector, because it includes exports, has been 
constantly deteriorating, which, added to an accelerated 
increase in imports, has resulted in an unbroken string of 
deficits in El Salvador’s trade balance. The decline in 
exports has undeniably been caused by the replacement 
of traditional products in the foreign market. Specifi- 
cally, what this means is that the traditional products 
have ceased to constitute a driving force for growth, with 
the exception of coffee, which continues to be the biggest 
contributor of foreign exchange despite the drop in its 
export volume. Furthermore, we conclude that El Salva- 
dor is a seller the demand for whose exports depends on 
the fluctuations of the foreign market. 


It has thus become urgently necessary for the country to 
look for new products as well as new markets in order to 
find the way to a greater development of those exports 
that may lead to correction of the imbalance of the trade 
balance and improvement of the Salvadoran balance of 
payments situation. 
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Industry Minister Arteaga on Terrorism, Economy 
33480207 Lima EL NACIONAL (CARA Y SELLO 
Supplement) in Spanish 10 Jul 88 pp 10-12 


[Interviews with the minister of industry, commerce, 
tourism and integration, Guillermo Arteaga; the presi- 
dent of the IPAE [Peruvian Institute of Business Admin- 
istration], Bernardo Redher; and the president of the 
SNI [National Association of Industries], Gabriel 
Lanata, at the Sheraton Hotel; date not specified; first 
paragraph is EL NACIONAL introduction] 


[Text] Dissenting and independent, the extremely frank 
minister of industry, commerce, tourism and integra- 
tion, Guillermo Arteaga, sent shudders through an audi- 
ence of tense Peruvian businessmen. Like a good car 
salesman, or an athlete for that matter, he said that he 
was interested in concrete results, not “political dema- 
goguery.” The setting was the Conquistadores Room at 
the Sheraton Hotel. After the IPAE luncheon, Arteaga 
granted this exclusive interview. The following are his 
vivid thoughts: 


[Question] Mr Minister, have you weighed the impor- 
tance of this meeting with domestic businessmen, espe- 
cially when you touched on the issue of the imminent 
danger of Shining Path’s presence and the war that the 
subversives are winning? Some showed a mix of fear and 
discouragement, while others seemed to be hearing a 
stark truth that they had been expecting for so long... 


[Answer] Look, first off I don’t want a journalistic search 
for contradictions, because they simply serve no pur- 
pose. The point is to look for the positive, not the 
negative. Agreed? 


[Question] What is the positive? 


[Answer] The government’s attempt, its determination 
to change. A determination to change; otherwise we 
wouldn’t be sitting here talking. 


Bridge 


[Question] So how will the government work with busi- 
nessmen? 


[Answer] In such a way that they too can do their part. And 
I have to say something very important here. I’m the 
government’s bridge to businessmen, but I’m also the 
businessmen’s bridge to government, in other words, a 
two-way bridge. I’m here to find out what they want from 
the government and what business can contribute. The 
point is not just to ask the government for things but also 
to see what they can contribute to get out of the dead end. 


Business Union 


[Question] The purpose of this meeting, in fact, is to find 
out what is going on and what will be going on in 
industry. You have called for national stability. In this 
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regard, what must businessmen, economic agents do to 
achieve this national stability, which is threatened by the 
war that the subversives have unleashed? Where do we 
begin? 


[Answer] We businessmen must at least start by coming 
to terms among ourselves. We must not fight among 
ourselves. We have several institutions, such as the 
National Association of Industries, CONFIEP [National 
Confederation of Private Business Institutions], IPAE, 
the Association of Small Businessmen; in other words, 
there are loads of trade unions and associations. All of 
us, absolutely all of us, must stick together because 
otherwise what happened to the labor union federations 
will happen to us. There are four labor union federations, 
and the four cannot come to terms. And this is why their 
work stoppages are not successful. If we achieve unity, it 
will be very hard for them to defeat us. Unity must be 
consolidated. 


Disagreement 


[Question] Do you mean that you would also stage a 
march, as you told the businessmen? A march through 
the streets of Lima? 


[Answer] (Laughs) No, that was just a joke. 


[Question] Was the disclosure that there is a lack of 
contact between you and the economy and finance 
minister a joke too? 


[Answer] I have what can be assumed to be normal 
contact between one minister and another. It so happens 
that I’m not a close friend of his. That’s all. 


[Question] Well, in your address you hinted that you had 
trouble with the economy minister in implementing your 
industrial program (the one you put forth again in your 
memorandum to the chairman of the Council of Minis- 
ters). What truth is there to such disagreements? 


[Answer] No, there is no disagreement. It so happens 
that he has one viewpoint and I have another, but there 
is no confrontation. There is disagreement in the good 
sense of the word. I have my way of approaching the 
problem, and he has another. There is no fight whatso- 
ever. 


In Limbo 
[Question] Does Minister Robles answer your calls? 


[Answer] Yes, at times. Or rather, from time to time. In 
this regard I must say that the economy minister has to 
give me a plan. I can’t take action in my sector, unfor- 
tunately, because I still don’t have an economic plan that 
tells me where I’m going. 
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[Question] In other words, you’re in limbo? 


[Answer] Yes, yes, something like that, but in economic 
limbo. 


[Question] If the Economy and Finance Ministry had a 
plan, it should present it right way. 


[Answer] Of course! The sooner the better. 


Courage and Will 


[Question] Several times in your address, Mr Minister, 
you underscored the scourge of a fratricidal war. In your 
view, how can the blight of terrorism be confronted? 


[Answer] With courage and with tremendous will. When 
I took the post of minister, the first request that indus- 
trialists made was for concrete, clear-cut, very clear-cut 
action in this regard. The response was clear-cut, con- 
crete action. I would like to recall here the takeover of 
the Peruvian Canning Company by a group of Senderists 
or a group of pro Senderist workers. The government had 
been very slow to resolve this problem. We acted quickly 
and with determination, and now the plant is operating 
and in the hands of its legitimate owners. 


Police Measure 


[Question] Speaking of sincerity, you said that the clos- 
ing of borders is a police measure. At the meeting 
everyone agreed with your assessment. But why was a 
police measure taken instead of a structural one? 


[Answer] Look, this is a police measure because this is an 
emergency situation. It was necessary, true, but it musi 
also be said that it is temporary. I have remarked on 
several occasions that the solution is structural. 


[Question] In this connection, you met with the repre- 
sentatives of the Chamber of Commerce of Tacna. Did 
you reach an agreement on the free trade zone, which is 
one of the solutions that you are proposing to Villanueva 
del Campo? 


[Answer] We reached no agreement, just as now we have 
reached no agreement. 
Accomplishments 


[Question] What is lacking in the document that you 
presented so that its proposals could be put into practice? 


[Answer] I would have liked for some of the measures to 
be stronger and others to be softer. In any event, it has 
been carried out. Let’s review it: the removal of subsidies 
and controls from prices is starting to work now; interest 
rates are rising to begin bringing back the capital that was 
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overseas, and the exchange rate gap is narrowing, which 
makes the financial system more streamlined. All of 
these proposals are in the 18 May memorandum (sent to 
the prime minister). 


[Question] Do you have confidence in the gradualist 
approach to getting over the crisis? 


[Answer] Gradualism is a very broad issue. Gradualism 
is harder when you don’t have confidence, because the 
other person doesn’t know whether I’m going to make a 
far-reaching move or not. Under these circumstances 
gradualism is very hard to apply. 


[Question] So do you lean towards shock treatment? 
[Answer] Look, it’s easier but more dangerous. 
An Understanding 


[Question] Getting back to the issue, in your view how 
can we defeat Shining Path which in your words is at the 
gates of Lima? 


[Answer] Through an understanding among all of the 
political parties that believe in democracy. 


[Question] I’m going to tell you something, Mr Minister. 
When you said that Shining Path was winning the war 
and that there were “liberated” towns in the country, it 
was as though you had dumped cold water all over the 
meeting. Did you really think the matter through before 
telling a truth like this to such an impressionable audi- 
ence? 


[Answer] I not only thought it through; I’m thoroughly 
familiar with the situation. I know how things stand and 
before talking about this great danger, I analyzed it 
patiently. And I think that it’s important for this fact to 
be known not only to businessmen but to the entire 
citizenry as well. 


A Demoralized Country 


[Question] Is this why you used the word demoralized 
when you said that Shining Path is killing, turning off 
our lights while we keep on drinking whisky as if nothing 
were happening because we’re already used to such 
violence? 


[Answer] Yes, the country really is demoralized. The 
president of the republic himself has said so. The only 
thing left is to unite because, I repeat again, the enemy is 
roaming free all over Peru. 


Changing Approaches 


[Question] Does this mean that we have to rebuild the 
country and do as Chile and Argentina did, to cite two 
nearby and painful examples? 


[Answer] I don’t know how Chile and Argentina did it. 
The fact is that we have to change approaches. Right 
now. Otherwise, we’ll lose the war. 
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[Question] In conclusion, Mr Minister, what is your opin- 
ion of selling to the private sector certain public enterprises 
that are losing money for the national treasury? 


[Answer] There definitely are enterprises that are a drain 
on the State. There is no reason for them to be, and 
privatizing them would lift a burden from a country that 
needs real, not demagogical measures. [end of interview] 


Bernardo Redher, the president of the IPAE, was cate- 
gorical in speaking on behalf of businessmen: “You have 
to be in a crisis to emerge from it with momentum.” It 
was, without any doubt whatsoever, the view of those 
businessmen who still have confidence in the govern- 
ment after listening to Minister Arteaga. 


[Question] What is your reaction to Minister Arteaga’s 
address? Has he done his job? 


[Answer] He has sought to be very frank and to seek a 
reaction from businessmen so that they make a more 
positive contribution in a situation that he has painted in 
dramatic hues that are real, very real to him, however. 
On the other hand, he thinks that he has succeeded in 
imparting a sense of urgency to businessmen, whose 
response will be more forceful in seeking answers for the 
sake of the country’s future by trying to come to terms 
with the government, and the government is obviously 
trying to come to terms with the private sector so that 
united we can all lift our country out of the stagnation in 
which we are living. 


[Question] Did you detect fear and discouragement in 
the hall? 


[Answer] Look, there are countries that have emerged 
amid great crises. Ill give you an example. Korea lifted 
itself up from nothing. And after 10 years of tenacious 
struggle it now exports more than 40 scholarships in 
connection with Peru’s current situation. You have to be 
in a very severe crisis to get out of it with momentum, 
with strength. [end of interview] 


Gabriel Lanata, the president of the National Associa- 
tion of Industries, also spoke clearly at the meeting 
presided over by Minister Arteaga. He has a meeting 
with him in his office this week. “I hope he lasts,” Lanata 
said in commenting on the address by the “somewhat 
crude” Arteaga. 


[Question] What do you think of the speech by the 
minister of industry, commerce, tourism and integra- 
tion? From your viewpoint as president of the SNI, how 
did you take the warning about the danger that Shining 
Path actions pose? 


[Answer] Shining Path exists. It has existed for many 
years. What surprises me is that it hasn’t been put in its 
place. Just like that! I think that if we are at war, we 
should accept that we are at war. The fact is that every 
time our forces, which are responsible for law and order, 
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fire their weapons and someone dies, a full-fledged 
fact-finding commission is set up. When policemen die, 
which is every day, no one investigates. I think that this 
is the most inhumane and irresponsible thing that the 
members of United Left or whoever you want are doing, 
because the police can be murdered but not the Sender- 
ists. So it’s our fault. We are allowing the Senderists to be 
thought of as people who have a right to kill but not to 
die. And this is no way to fight a war, my friend. 


[Question] What is your impression of the memorandum 
that Minister Arteaga read? 


[Answer] I'll be honest. Minister Arteaga just gave me 
the memorandum. I'll read it. Once I’ve analyzed it, I'll 
personally give him my opinion. 


[Question] Have you already requested a meeting to 
converse with him? 


[Answer] Yes, I’ll soon be in his office. 


[Question] And what about the minister’s replies to the 
questions from businessmen? 


[Answer] Minister Arteaga’s positions are good for 
industrialists. The problem is as real as he has said. His 
predecessors, in other words, Alberto Vera la Rosa and 
Manuel Romero Caro, did likewise. They are... 


[Question] Tools? 


[Answer] No, negotiators with the Economy and Finance 
Ministry, unfortunately through a mechanism that Gen 
Morales Bermudez created when he was prime minister 
and economy minister, inasmuch as he subordinated the 
production ministers to a famous interministerial com- 
mittee. Since then it has been customary for the produc- 
tion ministers to be subordinate to the Economy and 
Finance Ministry, tied down, transformed into some- 
thing like subagencies. 


[Question] But in general are you satisfied with what 
Minister Arteaga said? 


[Answer] Yes, and from the very day that he was 
appointed. He speaks clearly, at times somewhat 
crudely, but he speaks clearly...1 hope he. lasts. 
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Newly Elected PUM Secretary General Caceres 
Interviewed 

33480208a Lima EL NACIONAL (CARA Y SELLO 
Supplement) in Spanish 10 Jul 88 pp 16-18 


[Interview with the new secretary general of the Maria- 
teguist Unified Party (PUM), Eduardo Caceres Valdivia, 
by Hernan Flores; date and place not given; first two 
paragraphs are CARETAS introduction] 


[Text] The Second National Congress of the PUM, held 
in some mysterious spot in Lima, was a victory for the 
so-called “Libyans,” the faction headed by Senator 
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Javier Diez Canseco, over the “zorros” [foxes] led by 
Santiago Pedraglia. The election of Eduardo Caceres 
Valdivia as PUM secretary general reaffirmed that Qad- 
hafi’s admirers are the majority faction. 


Caceres Valdivia studied philosophy at the Universidad 
Catolica, belonged to the La Salle Brothers religious 
group in Argentina and taught in Chimbote when he was 
a leader of the Revolutionary Communist Party. As the 
PUM’s number one leader, he now argues in radical 
language that his party is moving towards collective 
hegemony in United Left (IU) and that respect for IU’s 
governing bodies and program is a requirement for 
Alfonso Barrantes to earn the right to seek the nomina- 
tion in 1990. 


[Question] Mr Caceres, who is the new secretary general 
of the PUM, a fox or a Libyan? 


[Answer] A Mariateguist. We, the highest leaders of my 
party, have often stated that this way of looking at our 
internal debate as two completely opposite factions, was 
not in keeping with the facts. The position papers were 
debated as they were put forth in the magazine ZORRO 
DE ABAJO, and in discussing and unanimously passing 
the party’s ideological line, this congress has reaffirmed 
the Marxist-Leninist identity of the PUM, as well as 
explicit criticism of the positions of EL ZORRO DE 
ABAJO regarding politics as conciliation, not confron- 
tation and saying that the path to power in this country 
is evolutionary in nature. These criticisms enjoyed a 
majority, and these positions were put behind us after 
the congress. 


[Question] Did Senator Diez Canseco acknowledge the 
existence of these factions? 


[Answer] I don’t think that Javier identifies himself as a 
Libyan. I think that he would see himself as I do, as a 
Mariateguist, and that we seek to affirm and develop a 
strategic national agenda of the party. It is true that the 
debate that arose at the congress, the opinions and 
positions on political issues that Javier, I and a large 
group of comrades upheld, were the ones that had the 
support of the majority. 


[Question] In other words, Mr Caceres, was Senator Diez 
Canseco the winner at the congress? 


[Answer] The winner at the congress was the party, in the 
first place, because its unity was strengthened at the 
congress, and second, it was a current of opinion of 
diverse bodies and comrades, many of them unknown, 
that now faces a major task in building the party and the 
mass movement. 


Drawing the Line at Shining Path 


[Question] The predominant approach in United Left is 
participation in elections. Does the PUM share this 
approach? 
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[Answer] The aim of the PUM and IU is not the 1990 
elections; it is a people’s government, a government 
alternative that will be complemented and supported by 
the systematic construction of the nuclei of people’s 
government. Our approach is intransigent combat 
against this administration’s antidemocratic policy of 
surrender and hunger and against militarization. Our 
approach is also to draw a clear-cut line between us and 
the dogmatic, militaristic strategy of Shining Path. The 
elections will be seen as one of the aspects of an overall 
alternative. 


[Question] But it is obvious that IU is working primarily 
in the area of elections. 


[Answer] Yes, that’s right. No one has gone so far as to 
say that in this country the crisis has delegitimized 
electoral mechanisms and that others have to be sought 
to change governments. It is also true that in this country 
these electoral mechanisms are of limited use in repre- 
senting the interests of the masses. 


Barrantes and Reformism 


[Question] Several PUM leaders have stated that they 
would oppose the reformist factions in IU. In your view, 
who represents these factions? 


[Answer] The congress took a very clear and firm stand 
against those, mainly Socialist Convergence, who today 
represent a reformist agenda in which they propose an 
alternative strategy opposed to what IU at large has 
charted and developed in recent years, the strategy that 
they call the institutional strategy towards socialism, 
whose basic component is to move towards the socialist 
transformation of the country, mainly through institu- 
tional and State mechanisms and with the forms of 
representation that the current constitution provides. 
This could lead us to frustrations, which other Latin 
American peoples have already experienced. 


[Question] Senator Diez Canseco said time and again 
that Dr Barrantes represents these positions in United 
Left. Do Socialist Convergence inside IU and Barrantes 
outside it represent these positions? 


[Answer] I think that Comrade Barrantes and Socialist 
Convergence unquestionably have good ties. It is true 
that Barrantes’ opinions and proposals have been 
marked by a certain degree of involvement in the polit- 
ical situation and that they are now in line with the 
positions that Socialist Convergence is putting forth. 


[Question] Does your election as secretary general of the 
PUM mean, as is thought, a radicalization and a defin- 
itive separation from Dr Barrantes? 


[Answer] The PUM’s course of conduct is not and will 
not be defined in terms of the relations that the party has 
with individuals. Our relations are established by our 
program and strategy, which establish common ground. 
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Therefore, to try and narrow down the outcome of the 
congress and to see whether it means a conflict with 
Barrantes is to have a fragmented view of the event. 


[Question] But it has affirmed a political line. 


[Answer] And this line naturally is at odds with the one 
charted by Comrade Barrantes. In this regard, the party’s 
leadership will have to be consistent with the implemen- 
tation of the line and the struggle inside United Left so 
that the resolutions are in keeping with United Left’s 
Strategic and platform identity. 


Collective Hegemony? 


[Question] At the National People’s Assembly, if you 
will recall, there was also talk of government alternative, 
strategy and program... 


[Answer] To us the magnitude of the crisis that the 
country is experiencing has to do with the disastrous 
performance of the Aprista administration, which in 
turn has a structural background. We cannot think that 
the country’s problems are going to be completely solved 
by changes in government, because what is at stake in the 
country is something more profound and long term. 
What is at stake in the country is deciding the hegemony 
that will chart a new course for the Peruvian nation. This 
hegemony can be conceived and built only as an instru- 
meat of powe:, as a new way of bringing together and 
representing the social classes that at a given moment 
establish a new set of State institutions through a revo- 
lutionary process. To us, the main, fundamental point 
along this road is the National People’s Assembly and 
the entire network of people’s organizations that express 
themselves through it and are a new form of political 
practice, of direct democracy and of self-government of 
the masses. 


[Question] The PUM’s desire for hegemony in the ANP, 
with the support of the UDP [Popular Democratic 
Union] and People on the March, was well known, and 
your party persists in seeking hegemony in IU. How do 
you explain this? 


[Answer] Our objective is not to have outright hegemony 
in either the ANP or IU. Our objective is to be part of the 
hegemony of revolutionary Marxist-Leninist factions to 
put the ANP and IU on the path to victory. 


I want to say this because in the course of day-to-day 
politics the impression has been created that the PUM 
seeks to corner the market on representation and lead- 
ership at any cost and to clash with other forces in the 
people’s camp. We have developed a rectified concept of 
hegemony, which does not exclude and is not exclusive. 
We see hegemony as putting together a program of 
collective leadership. 


[Question] What political forces would you include in 
this leadership of collective hegemony? 
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[Answer] We include all of the forces that are prepared to 
come together with us, after presenting our somewhat 
opposing ideas to each other, in achieving strategic and 
tactical objectives. We do not shut the door on anyone 
who wants to be part of this effort at hegemony, either in 
the people’s camp or in the ANP and IU. To begin with, 
however, we are closer to the Marxist-Leninist parties in 
IU, in spite of the disagreements that exist. We are aware 
that we must cope objectively with the approaching crisis 
and the gigantic tasks that we have before us. 


[Question] And how does your congress plan to resolve 
the disagreements that exist internationally between 
Marxist-Leninist parties? 


[Answer] This approach of identifying leftist parties by 
their international alignment has disappeared, and not 
just in our country, because we have all discovered that 
mankind’s move towards socialism is extremely com- 
plex, depending on the accumulated forces in each 
country. So what defines the identity of Peruvian Marx- 
ist-Leninist parties today is not their sympathy for this or 
that way of building socialism. We are all learning from 
each other, not just in the country but in the interna- 
tional arena as well. 


Barrantes as a Presidential Hopeful 


[Question] Who is the PUM’s candidate in the 1990 
elections? 


[Answer] The second congress of the PUM has neither 
discussed nor taken a stand on our candidates at any 
level, because we feel that the immediate task is to 
guarantee the success of the IU congress. It will be there 
that the candidates are decided on. 


[Question] Senator Diez Canseco has said that the can- 
didate must be a party man. Do you share his view? 


[Answer] What Javier said was that the candidate must 
be an IU man, a man who has real ties to the political 
front. There are many such men. 


[Question] Would you say that Dr Barrantes is one of 
them? 


[Answer] If Dr Barrantes demonstrates in his day-to-day 
conduct over the next few years, particularly at the IU 
congress, that he is prepared to acknow!edge and accept 
the leadership that emerges from the congress and to 
carry on his political activity in accordance with the 
guidelines and program of IU, I think that Comrade 
Barrantes could be one of the candidates for the nomi- 
nation who will be considered in a democratic consulta- 
tion among the IU rank and file. 


[Question] What conditions is the PUM proposing for a 
dialogue with the MRTA [Tupac Amaru Revolutionary 
Movement]? 
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[Answer] In the first place, we are proposing an end to 
militarization and the establishment of emergency civil- 
ian governments. This will be an important starting 
point for halting violence in the country. 


All of this is to be accompanied by a process of transfor- 
mations in the areas in which these rebel groups are 
operating. It is on this foundation that headway can be 
made, and this wiil be possible in the context of an IU 
government that will begin a dialogue with these c: gani- 
zations in a bid to incorporate them into a radically 
different way of social and political life, so that they can 
redefine the strategy that they have been carrying out. 


Obviously such a political dialogue has conditions on 
both sides. Those who have taken up arms must call off 
their military activities, in particular (and this has to do 
with Shining Path) the activities by which they assault 
and strike at the people’s organization. 
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Money Laundering Said To Cause Drop in 
Exchange Rate 

33480208b Lima EL NACIONAL in Spanish 
17 Jul 88 pp 11-13 


[Text] The exchange rate for the dollar on the black 
market posted a sudden increase over the past 48 hours. 
Starting at 175 intis to the dollar, where it had been over 
the past 2 weeks, it jumped first to 188, climbing later to 
190 and then reaching its “climax” yesterday amid 
feverish buying that took it to 220 intis. 


To the “old currency traders” on Ocona the 220-inti rate 
was fictitious. It is part of the old trick of boosting 
demand in search of the “eager little fish’ who want to 
make “‘a little something” by trading. A few thousand in 
24 hours is always a good deal. 


Everything seemed to be working out perfectly for the 
small traders. The rise was benefiting the people who 
were taking their good dollars, the ones from old savings, 
out of their ““mattresses.” The informal market was at its 
peak; it was a sort of “‘carnivai.”’ Until yesterday morn- 
ing, Saturday, everyone was making plans to enjoy the 
48-hour profits on the rising informal market. 


But a “bucket of freezing water” suddenly put things in 
their place. The expert traders were expecting it. The 
“narcodollars” had yet to be sent in from Uchiza, Tocache, 
zones that have become a sort of “thermometer” for the 
informal market. An emergency $5-million “draft” was 
sent in and “bankrupted” the “‘little fish” who a day before 
were scrambling to buy dollars at 220 intis. 


Yesterday the market on and around Ocona, the Bena- 
vides market and the Hall of Justice market felt the 
“‘minor earthquake.” At the close, a dollar bill was selling 
for 190 intis and being bought for 187. Once again the 





PERU 


“give and take” of supply had worked; the “remittance” 
from Uchiza, Tocache and environs had flooded the 
informal market with “false” and good dollars. 


The $5 million that the drug-trafficking mafias head- 
quartered in Uchiza and Tocache sent in to be exchanged 
into domestic currency caused the price of the dollar on 
*“Ocona Street’”’ and Miraflores to drop sharply from its 
level of recent days, a group of currency traders told EL 
NACIONAL yesterday. 


Indeed, when EL NACIONAL reporters made the 
rounds on Ocona, Rufino Torrico, Moquegua and La 
Colmena avenues, they saw for themselves that the 
dollar was selling for 190 intis and being bought for an 
average of 187. The day before yesterday the dollar was 
being sold for up to 225 intis and bought for 205. 


A trader on Ocona explained that over the past 24 hours 
more than $5 million entered both the informal market 
and the established currency-exchange offices to be con- 
verted into domestic currency; it came from the 
country’s red zones, where illegal drug sales are king. 


Javier Lopez (a currency trader on Ocona) indicated that 
the dollars were sold by groups of people who actually 
represent the so-called “‘capos” of Peruvian drug traf- 
ficking and that each of them sold between $100,000 and 
$200,000. ‘It is the pressure from drug trafficking that 
causes the drop in the price of the dollar,” he asserted. 


Lopez said that the drug traffickers do their so-called 
“‘dollar-laundering” generally between the 15th and the 
30th of each month and that some of the dollars are 
exchanged both on the informal Ocona market and in 
the legally established currency-exchange offices. 


Threats Reported 


A group of currency traders who did not identify them- 
selves also reported that they had been threatened into 
not telling the exact date and time when the drug- 
trafficking dollars are laundered. “You get punished for 
saying anything about that,” one trader said. ““None of us 
wants anything to do with the drug traffickers. We’re 
afraid of them and we only exchange the money that they 
offer us the same way and under the same conditions 
that we do for any other citizen,” he indicated. 


Nevertheless, another group of currency traders and 
some owners of the foreign-exchange offices on both 
Ocona and Colmena agreed that the drop in the price of 
the dollar was due to a cash crunch among the public, 
caused by the recent increases in the prices of both 
gasoline and basic commodities. 


Esteban Rojas, a trader on Rufino Torrico, stated that 
although there have been some positive signs in dollar 
trading in recent days on both the informal market and 
in the currency-exchange offices, the demand among the 
public has fallen off considerably. 
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He indicated that trading in the dollar grew even more 
sluggish after the chairman of the Council of Ministers, 
Armando Villanueva Campo, delivered his address to 
the country on Sunday the 10th of this month. 


He also explained that another reason for the lighter 
demand for dollars could be the expectations surround- 
ing the message that the president of the republic, Alan 
Garcia Perez, will deliver on 28 July from Congress. 


“We increase or decrease the price of the dollar for sale 
or purchase in accordance with demand among the 
public. Unfortunately, in recent days we have noticed 
that people no longer want to trade their dollars, and this 
could be due to a sort of financial panic that has been 
worsened by the recent increases in the price of basic 
items,” one of them said. 


In a survey that EL NACIONAL took among the few 
people who showed up yesterday at the “Ocona Street” 
market to buy or sell dollars, we learned that people are 
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indeed waiting expectant!y 1o hear the president's mes- 
sage before deciding whether they should exchange their 
dollars into domiestic curse 3° ~ 


Maria Romero, a civil servant who said that she had 
more than $600 that her husband sent her from the 
United States more than 3 weeks ago, told our reporters 
that she would wait until after 28 July to see whether the 
price of the dollar drops or skyrockets on the Ocona 
market. 


“For the time being I’m just looking over the buy and sell 
prices of the dollar, but in the end, like a lot of other 
citizens, I’ll wait and see what new economic measures 
the government takes and then decide whether I should 
exchange the few dollars that I’ve got saved,” she 
asserted. 
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